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MISUNDERSTANDINGS ABOUT 
FRANCE 


By, Pau, VAUCHER 


T is not my object, nor would it be at this stage of much 

use, to analyse the terms in which the French Committee 

of National Liberation has been recognised, but.the many 

articles discussing the present situation of France have 

obviously not succeeded in clearing the misunderstandings 
to which past events have given birth. We are well aware of 
the present importance of the French problem. We all feel the 
need for grasping its various aspects in order to ensure that the 
United Nations make a successful political landing on the 
European continent. 

The circumstances under which a French Committee was 
formed in North Africa created the impression that the restora- 
tion of France was delayed and indeed endangered by the con- 
flicting claims of two rival leaders. Friends of France, who were 
puzzled and shocked to find Frenchmen, before and during the 
first stages of the war, unable to act in common, might well 
draw the conclusion that the divisions which were responsible 
for the French collapse have not yet been bridged. At the same 
time Frenchmen must tefrain from expressing opinions that’ 
might tend to weaken the necessary union of ie Anglo-Saxon 
world. 

Fortunately most observers do not fail to realise that the 
obstacles on the way leading to French unity were much more 
serious than the rene interests of individuals might ever‘be. 
They were prepared to see Frenchmen supporting two different 
political programmes. But they had to admit that such pro- 
grammes had not been so far clearly enunciated. 

All Frenchmen were obviously pursuing a single aim. They 
endeavoured to free their country and to make France take an 
active part in the final stage of the war.. On such foundations 
a clear cut policy was defined by those who maintained that 
France had never ceased to be at war, who repudiated the 
armistice and the puppet government responsible for its con- 
clusion, who saw, in the forthcoming battles, the continuation 
of the fight waged by Frenchmen inside and outside France 
since 1940. 

How far were those who did not share these views able to 
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form and to define another policy? Attempts, were made to 
bring forward two different ones which, however, never 
materialised. It was, on the one hand, the old Petainism con- 
ceived as an attentist attitude which, after the Allied landings 
in North Africa, was given an opportunity to reject collabora- 
tion. But the surprising episodes of a Darlan government, and 
of a royalist conspiracy, prevented the shaping of such a policy 
until the time when its foundations were shaken by Giraud’s 
decision to condemn the acts of the Vichy government. Simul- 
taneously another policy made its appearance, a so-called 
imperial policy, tending to build up a new France outside 
Europe, governed by an Imperial Council and undertaking, with 
the help of a colonial army, to liberate Metropolitan France, 
But any effort made on such lines speedily broke down. The 
members of the newly formed Imperial Council, because they 
had been devoted collaborationists, were one by one compelled 
to give way. Finally, the ideas and the policy supported by 
the Fighting French remained alone in the field. 

It is important to understand the reason which gave the 
Fighting French a sort of monopoly, not indeed as regards the 
personnel in charge of governmental offices, but as regards the 
drafting and the promoting of a policy. Other policies were 
indeed stillborn because they did not allow France to take a 
direct part in the work of liberation. Either by separating the 
Empire from the Mother Country or by relying on the help of 
past collaborationists more than on the leaders of active 
resistance, they both seemed to foresee that France would be 
granted freedom from outside. No more fatal mistake could 
be made. 

* Anyone who wants to tackle the French problems has first 
to study and to understand the character and the meaning of 
the French resistance. We must not be contented with asserting 
that a definite and, indeed, an overwhelming percentage of the 
French population is to be counted on the side of resistance. 
We must estimate the weight and the scope of the resisting 
movement. 

Although its history has remained so far to a large extent a 
secret one, impartial witnesses cannot fail to see that the 
resistance, which, from the first, was a national movement in 


its aims and spirit, has gradually become national also by the ’ 


composing forces which have been brought to work together. 
Those who had the courage to enter on secret activities, which 
could, at any time, mean death and torture to them, were bound 
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to be no moze thana minority of heroes. But what truly 
matters is that such a minority never ceased to grow, attracting 
larger numbers of Frenchmen belonging to more varied social 
milieux. At the same time the whole country was gradually 
moving from a state of. passive resistance to that of active 
complicity. The social structure of France favoured such an 
evolution, as a democracy of “ petites gens ” found itself united 
against the “ réactionnaires ” who were controlling the Vichy 
government. Thus French resistance has become a national 
undertaking with the only aim of defeating the enemy by the 
combined efforts of Resisting France and of Fighting France. 

But the events occurring in North Africa might well have 
produced disastrous results. The failure to achieve unity in 
Africa might have engendered in France a state of irritation and 
despair of which Communism alone could have taken advantage. 
Alternatively there was a danger that the French citizens would 
again adopt party lines with left and right, once more, reappearing 
under two rival leaders. 

However, those who, in foreign countries, were foreseeing 
such a course, did not accurately understand the present mentality 
of the French people. It has ceased to take any interest in its 
old political battles and it strongly feels the need for co-operating 
in the building up of a new France. 

The discovery made in recent months that some of the 
French political parties were still alive does by no means contra- 
dict what has just been said. It is clear that the only objective 
of these parties is to counteract the action of the enemy and of 
its accomplices. Nevertheless their reappearance served as a 
pretext for comments which are, in my view, profoundly 
misleading. They were inspired at the same time by a persistent 
belief in the survival of the old political world and by a profound 
mistrust of what Fighting France might contemplate doing. 
These are hopes and fears that a man living in France would 
no doubt fail to understand. But they promptly led to a 
denunciation of a so-called “single party” which Fighting 
France tended to organise. 

Let us therefore inquire how far Fighting France was becom- 
ing a “single party.” To all appearance it was bringing together 
the Frenchmen outside France whose only aim was to remain 
in the war. It was a group formed by voluntary members, the 
only one in existence, so that those who remained aloof found 
themselves isolated individuals in exile. Following the liberation 
of North Africa and the subsequent formation of a new French 
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Committee we are told that the maintenance of such a grou 
or movement is no longer justified. It should either be dissolved 
or become one among various political parties. But we have 
to face the fact that there is at present no room for the activities 
of several political parties just as we have seen only one single 
policy taking form in Africa. On the contrary, it would seem 
advisable to preserve a coalition of parties, a union of citizens 
supporting the principles which have inspired the Fighting 
French. 

The present Committee of Liberation must rely on the 
support of such a union in the same way as the National Com- 
mittee of Fighting’ France was supported by those citizens who 
had remained in the war. Does such a union constitute a 
“ single party ” similar to those which in the totalitarian countries 
prepared the way for dictatorships ? 

A coalition of parties, or, to be more accurate, a coalition 
ot men belonging to different parties does not necessarily 
constitute a “single party ” even when circumstances do not 
make it possible for other political parties to pursue independent 
activities. Such a coalition may prove to be a “ force unificatrice” 
without being a “ parti unique ” as well. What is really impor- 
tant is, of course, the object of such a coalition. In the present 
case the word “liberation ” expresses that object just as the 
word “ Fighting” did express that of Fighting France. In 
order to attain it, citizens form a national coalition which is not 
necessarily imbued with the anti-democratic spirit of a single 
party. Its members have come together not to bring any 
catididate into power but to beat the enemy, and Englishmen 
eager to understand what such a coalition truly means should 
think of a united opposition rather than of a single party. 

But our definition leads us to some interesting conclusions. 
First, such a coalition is not expected to outlive its object and, 
victory once achieved, the reason for maintaining it disappears. 
However, it would be absurd to think of the present effort 
made outside France as having spent its force the moment 
Frenchmen are able to land on their soil. Liberation will not 
yet be achieved and they will still have, in common with the 
groups of “ resistance,” to free their country, not only from 
the enemy, but also from its accomplices. The existence of 
such accomplices creates a situation unknown in the preceding 
war. Even during the present phase of the war Frenchmen 
living in France must already be given means to fight with their 
brothers in the Empire, and what is done in North Africa 
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cannot be isolated from the work pursued in the Mother 
Country. Last, but not least, if the Frenchmen fighting in the 
Empire were prevented from co-operating with their fellow men 
3 in France, if they were denied the right to take part in the 
liberation of their country, a situation would have been created 
. which it is indeed hard to describe. The strength of communism 
: in France would obviously be enormously increased. In the 
Empire the present coalition of parties becoming meaningless 
might, in such case, take a different turn. 

Next to the problem raised by the eventual reappearance of 
political parties or the formation of a single party, that concerned 
with the rebuilding of administrative services can also be easily 
misunderstood. It is of course necessary to ensure again as 
quickly as possible the smooth running of public services. One 
is glad to find that even the natiogal disaster of 1940 has not 
uprooted those services, which had been kept working all 
through the many political crises that occurred in the life of 
modern France. It is all to the good that so many permanent 
officials, although they disapproved of the orders imposed upon 
them, and were even doing their best to elude them, find it 
nevertheless their duty to remain in office. France later on will 
badly need their help. 

At the same time those officials who were Vichy’s appointees, 
and deliberately worked for the sake of “ collaboration,” must 
of course be dismissed without delay. The experiment made 
in North Africa has already proved the importance and the 
urgency of a process of “epuration.” But it would not be appro- 
priate to restore the public administration that existed under the 
Third Republic. Frenchmen are well aware of its shortcomings, 
which, in the years preceding 1940, had gradually brought 
several public services to a standstill. They are not likely to 
forget that, owing to the cumulative effect of deficient parlia- 
mentary methods and of fascist propaganda, many high officials 
no longer felt bound to serve the republican regime. The 
administrative or rather bureaucratic problem which France 
must solve is only one aspect of the larger social problem raised 
by the decline of the French élites. Our administration therefore 
needs not only “ epuration ” but rejuvenation as well. 

Under normal conditions a government, supervised and 
stimulated by the elected representatives of the people, would 
be held responsible for that work. Under present conditions, 
however, it must be undertaken in a different way. The French 
Committee is holding, in fact, the position of a government. 
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Will it be enabled to prepare the necessary administrative 
reforms ? 

Let us face that question and visualise in advance what is 
going to happen when the Allied armies land on the territory of 
France. In order to maintain public order, and to ensure the 
safety of the advancing forces, they will no doubt get in touch 
with the local authorities. But, as such authorities are at 
present controlled by Vichy agents, the Allied command, in so 
far as it avoids taking direct charge of administrative duties, 
will apparently confirm and impose on an unwilling population 
the power of officials whom the country despises and repuditates. 
This practically applies to all the prefects and to the mayors of 
all the large towns. Military requirements allowing no delay 
wil] dictate steps that a population, in a mood of ardent nation- 
alism, eager to obtain justige and freedom, will bitterly resent. 

Let us try by all means to prevent such a disaster. It might 
well occur if the Allied governments do not undertake a 
political preparation of future military operations in common 
with the only available French authorities, namely those who are 
outside France, working for her liberation, and those who, 
inside France, are supporting her resistance. The efforts made 
by both to work together should indeed be welcomed by the 
Allied forces. 

Moreover, as in any case the administrative problem which 
we ate considering is bristling with difficulties, it seems that 
the Allied governments might make things much more easy if 
it was known in advance that they are not going to restore the 
Vichy government or to prevent its collapse. Any step they 
might later on feel compelled to take in order to meet the 
immediate needs of: their armies would have lost most of its 
harmful effect. 

Meanwhile the French Committee in Algiers is preparing 
the administrative reforms, the changes in personnel which 
have been described, while, under its supervision, the great 
public services (/es grands corps de l’Etat) are coming again to 
life. Thus is it making an essential contribution to our national 
reconstruction, which, however, would be meaningless if such 
work was to remain out of touch with the Mother Country. 

We have already seen that the whole work of reconstruction 
should be, as soon as possible, sponsored and promoted by 
elected representatives of the people. France needs the dynamic 
force which a body entitled to act in her name alone possess: 
For that reason also she needs, under present circumstances, 
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the support of the men who have been assembled under the 
Cross of Lorraine since 1940. But the formation in Algiers of 
a Consultative Council is to be welcomed. Although regular 
elections are at present out of question, means should be found 
by which its members could claim to express the will of the 
French people. 

However, it would hardly be worth while forming such a 
Council if it was prevented from preparing in advance the 
political liberation of France. The question raises a large 
number of difficult problems, and no serious contribution is 
made to their solution by simply stating that the French electors 
will, at some future stage, be left free to decide their own 
future. Liberty is not a negative condition which automatically 
appears after the departure of the invaders. Liberty will have 
to conquer France, and the lines of her future advance must 
be carefully explored. Frenchmen should be enabled to under- 
take that essential work. 

There is no doubt, however, that the long delays to which 
the reconstruction of a French government has been submitted, 
and the restrictions which still hamper its action, are mostly due 
to a widespread fear that the French Committee might ultimately 


. prepare the way for a dictatorship. We must not fail to see 


i 


and, if necessary, to face such a possible danger. 

France indeed does not want a dictator. Accordingly we 
are told that many groups of resisting Frenchmen are not 
backing any individual leader. We know that those exercising 
the largest influence have repeatedly and expressly accepted the 
leadership of de Gaulle. Yet it is said that the fight for resistance 
is also conducted by numerous small groups acting separately 
and thinking of nothing else but their fight. In a way the 
assertion sounds true, because one feels that the guerrilla war 
is bound to remain the work of a large number of independent 
“movements.” But what strikes me as quite unreal, and 
psychologically untrue, is that men passing through such a 
dreadful ordeal, seeing their country scattered into pieces, 
should not think of her as “ une et indivisible ” and in so doing, 
should not expect someone to come and save her. In addition 
to the services which a committee of able patriots may render, 
they obviously need to believe that a striking personality is 
striving to liberate them. — 

Again we are told that de Gaulle stands as a symbol, and 
we want to know what that really means. It often implies that 
de Gaulle should be no more than a symbol. Even if one 
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grants that no other name could replace that of de Gaulle, the 
word “symbol ” does not accurately define the position which 
he now occupies in France. Not only did he stand alone in 
June, 1940, but for three years he told Frenchmen what was 
in their minds. His denunciation of the armistice and of 
collaboration, his demand for justice, his efforts to bring 
France back to the war and to ensure her participation in the 
making of peace, also his insistence that France’s sovereignty 
should be maintained, his constant endeavour to keep in touch 
with the French people and only to act in its name, have no 
doubt made most Frenchmen eager that his policy should be 
carried through. 

On the contrary, Frenchmen, when told that they should 
wait for their liberation before France can again exist, do feel 
that they are asked to abdicate. The most friendly trustees will 
not succeed in persuading them that they should wait until the 
day when they will again be able to take charge of themselves. 
Indeed, they will later on dispose of their own future and see 
to it that no dictator is imposed upon them. But it is not the 
best method, in dealing with French problems, either to con- 
centrate on future dangers or, what comes to much the same 
thing, to approach them with minds still living in yesterday’s 
world. To safeguard the future or to prepare a reappearance 
of days past is not what Frenchmen need in the fateful hours 
of the present time. 


COLOURED BOOKS: 
RE-ALIGNMENTS'! 


By L. B. NAMIER 


THE AFTERMATH 

HE occupation of Prague was the logical result of 

the Munich surrender: in March, 1939, the first- 

fruits of September, 1938, were garnered. “ This is 

only a beginning,” declared the notorious Streicher 

on the night of March 15th, addressing the officers 
of the Niiremberg-Fiirth garrison. “Far greater events will 
follow. The democracies may throw their weight about : in, 
the end they will succumb.” uy 


1 Previous instalments of Coloured Books were published in The Political Qmarterly 
of July-September, 1941, and January-March, 1942. 
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On the 16th Hitler issued a decree establishing “the 
Protectorate of Bohemia and Moravia ” which was “ to exercise 
its sovereign rights in consonance with the political, military, 
and economic interests (Belangen) of the Reich”*; in other 
words, was to have no sovereign rights. The “ Protector” 
residing at Prague; and working with the Gestapo, the S.S., the 
German armed forces, the “ Volksdeutsche,” etc., was henceforth 
master of the Czech provinces; and Baron von Neurath was 
chosen for the post. 

Slovakia had proclaimed her “ independence ” on March 
14th, and Hungary and Polarid hastened to recognise it; they 
hoped to gain a footing in the country, and to keép out the 
Germans. But the same day on which the Czech “ Protectorate” 
was established, Mgr. Tiso. “begged” the Fiihrer to take 
Slovakia under his care, and a week later a formal German- 
Slovak Agreement was concluded; Germany guaranteed the 

“independence” and territorial integrity of Slovakia, and 
acquired the right to maintain military establishments in a 
specified zone in which “ the German armed forces shall exercise 
rights of military jurisdiction”; Slovakia’s army and foreign 
policy were placed under German direction. 

The “ Ukrainians ” of Carpatho-Russia similarly proclaimed 
their “ independence,” and asked for German protection. But 
to them no answer was vouchsafed—theirs was to be a “Republic 
for a Day.’”? It was hinted to Count Csaky, the Hungarian 
Foreign Minister, during his visit to Berlin (January 16th—18th), 
that, should Czechoslovakia be broken up, Germany would not 
oppose Hungary seizing Carpatho-Russia. On the 14th, the 
Magyars, having in an ultimatum to Prague demanded the 
withdrawal of the Czech garrisons, invaded the province, and 
occupied it after a few fights with the Ukrainian bands, which 
had previously distinguished themselves in bullying and ill” 
treating helpless pro-Russians, Jews, and Czechs. 

The Nazis had been “ merely awaiting a favourable oppor- 
tunity to finish the work begun at Munich, and to deal the 
coup de grace to a State which, mortally wounded, was struggling 
with inextricable internal difficulties,” wrote M. Coulondre from 
Berlin on March 16th. And again on the 19th: 

Though a direct challenge to world opinion in perfidy, 
cynicism, and brutality, the stroke whereby the Third Reich 
has wiped Czechoslovakia off the map of Europe cannot 


?In Halifax’s speech of | March zoth, the German word ‘“‘ Be/angen” was wrongly 
translated as “‘ importance.’ 
* See the book by Michael Winch bearing that title. 
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be considered a break with the general line pursued by 
German policy since last autumn, or even as a deviation 
from it. . The Germans understood—or pretended to 
understand—that at Munich France and Great Britain had 
wished above all to prevent a recourse to force, but that 
for the rest they were resigned to Germany’s will prevailing 
in regions where neither Paris nor London could effectively 
intervene. 

The Munich Agreement, completed by the Anglo- 
German and the Franco-German Declarations, meant in 
the eyes of Germany her right to organise Central and 
South-Eastern Europe as she wished, with the tacit approval, 
or at least the connivance, of the Western Powers. For 
months past, this view was flaunted daily by the great, 
officially inspired, German newspapers, as was repeatedly 
shown in despatches from this Embassy. 1 myself more 
than once noticed this state of mind in Herr von Ribbentrop 
and Herr von Weizsacker, both of whom expressed a 
certain surprise whenever J stated that France, as a European 
Great Power, expects to be consulted in all that pertains 
to Europe, and that on this point there must be no mistake 
or misunderstanding. Yet the misunderstanding did exist. 
Members of the German Government did not fail to stress 
on all occasions that Central Europe was a region where, 
as the Fiihrer himself said in his speech of January 3oth, 
“the Western Powers had nothing to seek.” 


But had Paris held the same language as Coulondre? “ M. 
Bonnet,” wrote M. Lukasiewicz, the Polish Ambassador, on 
December 17th, 1938,! “is a weak man, incapable of strongly 
espousing any cause, and he tends to adapt himself in turn to 
any person he talks to.” France is, since Munich, “like a 
defeated army, unable to disengage itself from the pursuing 
enemy. ... She is too feeble to break with her international 
engagements, and too feeble firmly to stand by them. Chaotic 
and resigned, she yields beforehand a defeatist assent to anything 
that may happen in Eastern and Central Europe.” “ Signs 
abound that should . . . France be called upon to discharge the 
obligations arising from her alliance with us, attempts will be 
made to wriggle out of them rather than to perform them ” ; it 
would almost seem as if she was “ not far off from pene Md 

1 Lukasiewicz’s despatches here quoted were published by the Germans in March, 1940, 


“ Polnische Dokumente zur Votgeschichte des Krieges,’ Auswartiges Amt, No. 3. They are 
stated to have been found in Warsaw. 
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playing a double-faced game towards us.” “French policy 
treats the British alliance alone as an asset, but her alliance with 
us and her pact with Soviet Russia as liabilities which are 
reluctantly avowed.” What then could be the French attitude 
towards the helpless remnant of Czechoslovakia ? “‘ From what 
M. Bonnet -has told me,” wrote Lukasiewicz, “Herr von 
Ribbentrop obtained an assurance that France will not oppose 
Germany’s economic expansion in the Damube basin ; and he 
must further have gained the impression that neither will 
political expansion in that direction meet with firm action on 
the part of France.” 

Had Sir Nevile Henderson warned Hitler that Britain was 
not indifferent to the further fate of Czechoslovakia, and 
expected him to abide by the settlement which he himself had 
decreed at Munich? No case-book has been published of 
“applied appeasement.” But Henderson mentions Hitler 
telling him, at the banquet of March 1st, 1939, “that ‘it was 
not Britain’s business to interfere in Central Europe,” and adds : 
“T had heard it all before ”—he does not register having ever 
dissented from such significant and courteous pronouncements. 
Indeed, Henderson’s Failure of a Mission \ends credibility to the 
German Minute of his interview with Weizsicker on March 14th: 
in this he appears solely concerned with good relations being 
preserved between Great Britain and Germany.! 

Did Chamberlain or Halifax ever utter a warning? There 
can be no certainty on this point while the British Government 


‘withholds publication of the relevant documents. But on 


February 1st, Chamberlain hastened to welcome Hitler’s 
Reichstag speech of January 30th, with its brutal, menacing 
remark that the Western Powers “had nothing to seek” in 
Central Europe—“I very definitely got the impression,” said 
Chamberlain, “that it was not the speech of a man who was 
prepared to throw Europe into another crisis.” Nor is there 
any trace of a rejoinder to the sinister German Note of February 
28th.2 The makers of the Munich Agreement preferred not 
to probe prematurely into differences in interpretation for fear 
of seeing their make-believe founder : ambiguity is the soul of 
appeasement. 

Even after the Germans had entered Prague, Chamberlain’s 
first inclination was to avoid blaming Hitler. The end of 
Czechoslovakia “‘ may or may not have been inevitable,” he 


1Cf. “ Coloured Books,” Pt. II, “‘ The Political Quarterly,” vol. xiii, No. 1, pp. 40-41. 
2 Cf. ibid, p. 38. 
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1“ 


said in Parliament on March 15th,! “ and I have so often heard 
charges of breach of faith bandied about, which did not seem 
to me to be founded upon sufficient premises, that I do not 
wish to associate myself ‘to-day with any charges of that 
character.” But he could not maintain this position: in the 
Press, in Parliament, in the Cabinet itself, indignation was 
rising ; public opinion was moved. The German Ambassador 
in London, Herr von Dirksen, cabled on March 17th that since 
the preceding day “a stiffening has occurred in official and 
Parliamentary circles.” ‘“ Chamberlain’s moderation is strongly 
attacked within his own party, and his position seems to have 
suffered in the last few days. Differences of opinion between 
Chamberlain and Halifax, occasionally noticeable in the past, are 
becoming more patent, Halifax recommending a sharper 
attitude.” And the next day he reported: “ The adherents of 
the sharper course, especially Lord Halifax, who is entirely 
under the influence of the Foreign Office, have prevailed in the 
Cabinet.” Naturally not even a publication of documents will 
reveal the attitude of the Foreign Office—this cannot be fully 
established till the files, with the notes on their “ jackets,” are 
open to inspection. But most people acquainted with the 
Foreign Office will endorse the compliment which Dirksen has 
unwittingly paid them : it is borne out by the fact that Chamber- 
lain preferred to employ certain non-diplomatic members of the 
Civil Service in some of his disastrous diplomatic transactions. 
As for Lord Halifax, those who have seen him at work know 
that at times his conscience will revolt against opportunism 
and injustice. 

On March 15th, the text of President Hacha’s surrender was 
officially communicated to the Western Powers by the Germans, 
with a notification of the entry of German troops “ to restore 
order in the Czech territory.” When Dirksen presented it, 
Halifax, according to the German report,? “ expressed regret 
that the events of the last few days should have produced 
fresh unrest and concussions, and interrupted the incipient 
process of general appeasement.” There was renewed uncer- 
tainty concerning German intentions. “ For the time being it 
was impossible to proceed with the visit of the President of the 

1 Sir Archibald Southby, one of Chamberlain’s staunchest adherents, improved on this 


in the same debate: Czechoslovakia “ collapsed, as it was bound to collapse ; and it 
collapsed from within.” 


2 There is no reason to accept it as full and reliable, seeing that many German reports 


can be proved to be misleading, but as so far the British Minute of the interview has not 
been published, the necessary means for correcting Dirksen’s report are lacking. 
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Board of Trade, Stanley, to Berlin, and to complete the general 
economic settlement, from which so much had been hoped.” 
Dirksen replied with a discourse which blamed “ the Versailles 
Powers ” for having created “the impossible State-compound 
of Czechoslovakia,” indicted the Czechs, etc. ; and declared that 
“anyhow there was no connection between those events and 
the German-British trade relations.” 

In Berlin Goering “ professed the utmost indignation ” that 
the Stanley-Hudson visit “‘ should be cancelled for such a trifle !””1 


CHAMBERLAIN BeGins To REACT 

On March 17th, Chamberlain addressed a meeting at 
Birmingham. He had intended to talk on subjects of home 
policy, but “the tremendous events which have been taking 
place this week in Europe have thrown everything else into the 
background. ... Public opinion in the world has received 
a sharper shock than has ever yet been administered to it, even 
by the present régime in Germany.” He tried to make amends 
for his speech of the 15th: information then was “ only partial ; 
much of it was unofficial.” There had been no time “ to digest 
it, much less to form a considered opinion upon it.” (Hender- 
son’s, so far unpublished, despatches may indeed have been 
“ partial ”’—but in Paris the official information available was 
sufficient : see Yellow Book, Nos. 56-70; and, if the fault was 
Henderson’s, how could time have enabled the Government to 
“ digest ” what was lacking ?), That day he had had to confine 
himself to “a very restrained and cautious exposition . 
And, perhaps naturally, that somewhat cool and objective 
statement gave rise to a misapprehension . . . that . . . my 
colleagues and I did not feel strongly on the subject. I hope 
to correct that mistake to-night.” 

But first Chamberlain devoted about one-fourth of his 
speech to protesting (too much) about Munich ; and he remarked 
in the middle: “ Really I have no need to defend my visits to 
Germany last autumn . . .” He appealed to faltering Munichers: 
“The facts as they are to-day cannot change the facts as they 
were last September. If I was right then, I am still right now.” 
And as if to renew the bond, he expressed his “ grateful thanks ” 
to all those who had then written to him “ from all over the 
world to express their gratitude and their appreciation ” of what 
he had done. He went on to assert that no one could “ possibly 
have saved Czechoslovakia from invasion and destruction ” and 


1 See Henderson, “‘ Failure of a Mission,” p. 213. 
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that even after a victorious war, “‘ never could we have recon- 
structed Czechoslovakia as she was framed by the Treaty of 
Versailles ” (a passage duly selected for reproduction in the 


German White Book). He recounted how at Godesberg “ Herr . 


Hitler . . . speaking with great earnestness . . . repeated . . . 
that this was the last of his territorial ambitions in Europe, and 
that he had no wish to include in the Reich people of other 
races than German.” Chamberlain had therefore corisidered 
himself justified in hoping for appeasement “ once this Czecho- 
slovakian question was settled ”—now, without consulting the 
fellow-signatories, Hitler has “‘ taken the law into his own hands. 
Before even the Czech President was received, and confronted 
with demands which he had no power to resist, the German 
troops were on the move...” And here a new note was 
sounded : “ Who can fail to feel his heart go out in sympathy 
to the proud and brave people who have so suddenly been 
subjected to this invasion, whose liberties are curtailed, whose 
national independence has gone? ... What has become of 
the assurance ‘ We do not want Czechs in the Reich’ ? ”.! (And 
what, one might add, has become of that Munich guarantee from 
which Czechoslovakia, after having been reduced to a conditiot 
in which she “‘ had no power to resist ” new German demands, 
was to have derived “a greater security than she has ever 
enjoyed in the past”? It was forgotten even by the new 
Chamberlain, enlightened and indignant). A little further there 
is another passage in the speech which has been picked out for 
reproduction in the German White Book: the methods were 
objectionable in the unpleasant surprises which Germany had 
previously sprung upon the world—Rhineland, Aaschluss, 
Sudetenland—but in each case, according to Chamberlain, 
whether on account of racial affinity or of just claims too 
long resisted—there was something to be said for the 
necessity of a change in the existing situation. 

But the events which have taken place this week in 
complete disregard of the principles laid down by the 
German Government itself seem to fall into a different 
category, and they must cause us all to be asking ourselves : 
“Is this the end of the old adventure, or is it the beginning 
of a new?” 

England will now turn to her partners in the British Common- 
wealth of Nations and to France ; and, no doubt, “ others, too, 


1 When, two days earlier, Dr. Dalton spoke of the “‘ brutal invasion of that once free 
and happy model democracy in Central Europe,” some Hon. Members, unnamed in 
Hansard, shouted “‘ Oh! ”—the Munichers’ last (public) kicks at Czechoslovakia. 
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knowing that we are not disinterested in what goes on in South- 
Eastern Europe, will wish to have our counsel and advice.” 

This passage suited the Germans: it morally justified 
Hitler’s previous coups ; and next, it showed Britain preparing 
to resist Germany—which, to the German mind, is inherently 
wicked. But in the middle of a passage of 340 words reproduced 
in the German White Book, there were these thirteen conveying 
an unpleasant truth: “in complete disregard of the principles 
laid down by the German Government itself”; and so, to 
avoid staining the White Book, they were replaced by a few dots. 

Late, very late in the day, Chamberlain announced that “ we 
are not disinterested in what goes on” in countries even more 
distant than that of which, half a year earlier, we knew “nothing.” 
Still, while he declared that Britain would resist to the utmost 
an attempt at world domination, should such a challenge be 
made, he was “ not prepared to engage this country by new 
unspecified commitments operating under conditions which 
cannot now be foreseen.” Even this restriction was soon to be 
dropped in a headlong plunge; to quote Mr. Churchill: the 
Government “turned round over the week-end.” 

On March 17th, Henderson informed Weizsacker that he had 
been summoned home “to report.” The same day, both 
Henderson and Coulondre were instructed to protest against 
the measures notified in the German communication of March 
15th. Coulondre called at the Wilhelmstrasse in the morning 
of March 18th, and, in the absence of Ribbentrop, saw 
Weizsacker. The French Note declared the German action “a 
flagrant violation of the letter and spirit” of the Munich 
Agreement ; pointed to the circumstances in which the Czechs 
had given their consent ; and stated that the French Government 
were unable to recognise “the legality of the new situation 
created in Czechoslovakia by the action of the Reich.” Before 
receiving the Note, Weizsacker asked to be informed of its 
contents, and then refused to entertain a French protest con- 
cerning Czechoslovakia; he begged Bonnet would reconsider 
the matter. Coulondre persisted; invoked diplomatic usage 
and the right of France to make known her attitude ; especially 
as a solemn act, signed by the two Governments, was in question. 
Weizsicker now alleged that in December Bonnet had told 
Ribbentrop that Czechoslovakia would never again form “ the 
object of an exchange of view.”? Coulondre denied there being 
anything in the Declaration of December 6th, “ however widely 

1 Cf. “ Coloured Books,” Pt. Il, The Political Quarterly, vol. xiii, No. 1, pp. 27-8. 
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interpreted, recognising an eventual suppression of Czecho- 
slovakia ” ; and recalled its “‘ consultation clause.” Weizsacker 
argued Czech consent; Coulondre spoke of dwresse. Finally, 
Weizsacker “ declared that he took the Note as if it had been 
sent to him through the post, but he feared that the French 
Government would regret this démarche.” Bonnet, ina despatch 
of March 19th, hotly denied having declared to Ribbentrop his 
further desintéressement in Czechoslovakia : Herr von Weizsacker 
had not been at their conversation ; only M. Leger and Count 
Welczek had been present. 

The British Note, judging by the accounts given in Parlia- 
ment, bore a very similar character ; it was delivered on March 
18th, at midday, and Henderson left Berlin the same night; 
Coulondre, the next day. Russia, too, lodged a sharp protest, 
and the United States declared that they would maintain the 
diplomatic status of the Czech representatives. The Germans 
immediately replied to the Western Powers, in a public statement, 
that “‘ the Reich Government is not in a position to accept such 
protests as they are devoid of any political, legal, and moral 
basis.” 

Germans would feel it derogatory to their “ sense of honour ” 
if they ever missed giving a retort : there must be one, however 
far-fetched and irrelevant. On March 18th, Dirksen duly 
journeyed to the Foreign Office, to inform Halifax that he, too, 
had been summoned home “to report,” and he lodged a 
protest : against “the vulgar abuse of the Fiihrer.” For once 
the Press was merely mentioned; the show-piece of the 
complaint was a speech delivered by Mr. Duff Cooper “ without 
the Speaker intervening, or a member of the Government 
repudiating it.” Dirksen’s own report unconsciously conveys 
how bored Halifax was in having to listen and to reply to the 
German’s zealous and learned arguments ; finally he said that he 
would report to the Prime Minister. “I replied,” writes Dirksen, 
“that I, too, would report to my Government the gist of our 
conversation.” 

“The recall of the German Ambassadors in London and 
Paris to report in Berlin” is “not a mere formality,” but 
expresses mistrust of the British attitude, wrote on March 2oth 
the Deutsche diplomatische Korrespondenz, which was understood 
to refléct closely the views of Ribbentrop. Veiled threats 
now appeared in the Berlin Press that the Naval Agreement 
with Great Britain would be denounced. 

Chamberlain had intended to spend March 18th—his seventieth 
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birthday—in Birmingham. But on Friday, the 17th, M. Tilea, 
Rumanian Minister in London, informed Halifax that appre- 
hensions were caused in Bucharest by the threatening attitude of 
Herr Wohlthat, the head of the German economic mission, 
which was negotiating there a new trade agreement. He also 
saw the Secretary for War and the First Lord of the Admiralty : 
it was apparently feared that the Germans might continue their 
advance to the East, and invade Rumania. Tilea’s alarms seem 
to have been unfounded. The German chargé d’affaires in London 
reports, on March roth, “from a reliable source”, that Tilea 
had acted on his own initiative, “that he was “ most sharply 
reprimanded ” by his Foreign Minister, M. Gafencu, “ and, at 
the end of a lengthy and stormy telephone conversation, was 
directed to issue a denial.” Tilea may have acted without 
instructions from Gafencu; but King Carol is supposed 


~ occasionally to have taken a hand in foreign affairs. Be that as 


it may, in the tense and anxious atmosphere of those days, the 
Rumanian scare helped to stir the late appeasers into action— 
“ even if there is no menace to Rumania,” said Halifax on March 
20th, or if it “ has not to-day developed,” there is ground for 
“the gravest misgivings.” A Cabinet was summoned for 
Saturday, the 18th, and sat two and a half hours. Before it, 
Halifax had asked the French and Russian Ambassadors to call 
on him, and inquired from M. Maisky what the Soviet Govern- 
ment would do if Rumania were subjected to an unprovoked 
attack. Russia replied the next day by proposing a conference 
to be immediately convened at Bucharest, at which the Powers 
most directly concerned—Great Britain, France, Russia, Poland, 
Rumania, and Turkey—would consider the question of German 
aggression: the Soviets were obviously prepared to co-operate 
provided they were satisfied that the Western Powers meant 
business. The Russian suggestion was, however, declined by 
the British Government as “premature”; it was apparently 
feared that the procedure might prove too slow, and that 
such a conference, unless properly prepared, might end in 
failure. 

On March aust, a British Memorandum (published in the 
Polish White Book) proposed as a first step against a possible 
German policy of domination, 

that the French, Soviet, and Polish Governments should 

join with His Majesty’s Government in signing and publish- 
ing a formal declaration, the terms of which they suggest 
be on the lines of the following : 
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“We, the undersigned, duly authorized to that effect, 
hereby declare that inasmuch as peace and security in 
Europe are matters of common interest and concern, and 
since European peace and security may be affected by any 
action which constitutes a threat to the political indepen- 
dence of any European State, our respective Governments 
hereby undertake immediately to consult together as to 
what steps should be taken to offer joint resistance to any 
such action.” 

This Declaration “should be followed by an examination by 
the signatories of any specific situation which requires it, with 
a view to determining the nature of any action which might be 
taken.” Other Governments were not to be approached “ before 
the four Powers are agreed on the declaration.” But the fact 
of such a proposal having been made was published immediately, 
probably as a warning to Germany. 

In Berlin it was received with a show of indifference and 
scepticism. Small nations associating themselves with it would 
“commit an act of suicide”; a system of collective security 
could not be revived. The Germans were on velvet. On 
March 16th, the Hamburger Fremdenblatt wrote : 

We reckon calmly with an ideological offensive ensuing 
from the latest developments ... The liquidation of 
Czechoslovakia signifies a perfectly clear increase in power 
for the Great-German Reich ... In the Skoda Works 
one of the greatest arms plants in the world has come 
under German control ... Germany has now taken a 
mighty step forward which puts into cloudy uncertainy the 
day, hoped for by London and Paris, when armaments 
parity or superiority could be attained. 

And Coulondre reported on the rgth: 

An official of the Ministry of Propaganda seems to have 
summed up accurately the state of mind of the Nazi leaders 
in a remark made to one of our compatriots: “ We have 
before us so many open doors, so many possibilities, that 
we no longer know which way to turn, or what direction 
to take.” 

From Warsaw, Noél wrote on the 16th: 

Is the action which Germany has taken in Central 
Europe the prelude for further operations in the West or 
in the East ? 

In Warsaw, the second hypothesis is looked upon as 
likely. 
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Germany’s dissatisfaction with Poland is manifest . . . 
Herr von Moltke does not conceal from his colleagues 
his ill-humour which does not spare M. Beck. . . 

While the German intrigue in Slovakia was developing, 
Lipski, for three days, March r1th-13th, asked in vain for an 
interview with either Ribbentrop or Weizsiacker.! On the 13th 
at night, he met by chance General von Keitel at a reception 
given by the Minister Herr Kerrl, and told Keitel that, “ despite 
German activities so immediately affecting Poland,” he had been 
unable “to make contact with the German Government.” 
Keitel promised to intervene with Ribbentrop—but without 
result. On March 14th, German troops seized Vitkovitse and 
Moravska Ostrava in the eastern corner of Moravia, moving 
rapidly towards. the Carpathian passes which lead into Slovakia 
—Goering subsequently, in a talk with Henderson, excused that 
“ advance occupation ” as having been “ effected solely in order 
to forestall the Poles who, he said, were known to have the 
intention of seizing this valuable area at the first opportunity.’”* 
On the 15th, Ribbentrop went with Hitler to Prague—and the 
Polish Ambassador was still kept waiting, out of touch with the 
German Foreign Office. On the 16th, Lipski saw Goering, as 
acting Head of the State, and lodged a protest ; Goering, who 
had only just returned, interrupting his holiday in Italy, professed 
a touching innocence. On Saturday, the 19th, Lipski left for 
Warsaw, in this case truly “to report.” 

In Poland, the German advance into Slovakia, and the 
negotiations for a German protectorate over the country, were 
causing profound dismay. While the Polish Government 
realised that Munich had converted the Czech provinces into a 
German dependency, and acquiesced in the change, they 
regarded Slovakia as within their own sphere of influence, 
possibly to be shared by the Magyars. Moreover, Beck still 
thought, in terms of 1934, of parity in a working partnership 
between Poland and Germany; he used to boast: “ Things 
that concern us cannot be decided without us.” The Munich 
Conference, from which Poland was excluded, had deeply hurt 
his self-esteem, and he had vented his resentment in rudeness to 
the British and French Ambassadors,* and in forcible action 


1On March 11th, even Attolico, the Italian Ambassador, was unable, as he told Lipski, 
to get at Ribbentrop or Weizsicker, and, to cover himself, wired to that effect to Mussolini. 


* Henderson to Halifax, May 28th, 1939. This despatch, which deals with Henderson’s 
visit to Karinhall on the 27th, is one of his three despatches, prior to August 23rd, 1939, 
published in the Blue Book. 


3 Cf. The Political Quarterly, Vol. xiii, No. 1, page 16. 
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against stricken Czechoslovakia. But what was happening now 
was a direct threat to Poland, and produced consternation in 
the Polish General Staff and the Army: by entering Slovakia, 
the Germans outflanked Poland from the south, and turned 
whatever defensive line she might still have hoped to hold in 
the west, after having, insanely, delivered the Czech bastion to 
the Germans. And all this was done without a word to the 
Polish “ treaty partner,” and without the Polish Ambassador 
receiving even the barest minimum of the attention to which his 
diplomatic position and rank entitled him. 


MEMEL 
But a minor German larceny was to be perpetrated before 
Poland was ushered into her seat as object of Hitler’s anger 
and of his surgical fancies. At Munich he had assured 
Chamberlain that he did not mean to interfere in Memel. 
But in March, Memel reappeared in the German Press as a black 
spot of anti-German “cruelties.” The Lithuanian Foreign 


Minister, M. Urbsys, returning from Rome to Kaunas, arrived ‘ 


in Berlin on March roth, and the next day, accompanied by the 
Lithuanian Minister, M. Skirpa, called on Ribbentrop; only 
Urbsys was admitted. Here is the account of the interview 
given by Sir Samuel Hoare in Parliament on March 22nd: 
As regards Memel, I understand that the Lithuanian 
Minister for Foreign Affairs, who was recently in Berlin, 
received while there the demand from the German Govern- 
ment for the immediate cession of Memelland to the Reich, 
coupled with the threat that in the event of any resistance 
or any application for support elsewhere, the matter would 
no longer be dealt with diplomatically, but in a military 
sense. This demand amounted to an ultimatum and the 
Lithuanian Government were required to take a decision 
on it within approximately four days, but they were assured 
that if it were accepted, no further demands would be made 
of them. I also understand that this demand has now been 
accepted. 
The next day the V6lkischer Beobachter, with German veracity 
and charm, described this account as a “‘ downright lie.” What 
had happened was even worse: Urbsys was bidden to cede 
Memel forthwith ; and when he pleaded incompetence to do so, 
Ribbentrop told him (as he had told Hacha) to obtain the 
consent of his Government over the telephone. Urbsys refused ; 
and, as a concession, was given the ultimatum reported by Hoare. 
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Warned not to apply “for support elsewhere,” the same afternoon 
he communicated the facts to Great Britain, France, and Poland 
(but not to Russia) through their military attachés in Berlin, 
avoiding the normal diplomatic channels: he added that the 
attitude of the Lithuanian Government would depend on what 
aid they could expect. He left Berlin on March 2oth ; returned 
in a German ’plane on the 22nd; was ceremoniously received 
at the airport (like Hacha at the railway station), and was invited 
to proceed, as “‘ Reichsgast,” to the Adlon : he declined, and went 
to the Lithuanian Legation. At 6 p.m., a meeting with the 
Germans, headed by Weizsacker, opened at the Foreign Office, 
ina room adjoining Ribbentrop’s. The Germans were elaborately 
courteous, but refused to admit any changes in their text of the 
“ Agreement ”; when Urbsys tried to argue he was asked to 
speak to Ribbentrop in the next room. The “ Agreement,” 
signed at 1 a.m. (with ceremony, spotlights, and clicking of 
cinema cameras), was designed to secure “friendly relations 
between the two countries ”’; it starts with the declaration that 
“the Memel territory, severed from the Reich by the Treaty of 
Versailles, is this day reunited with the German Reich,” 
promises Lithuania a free zone in Memel, and ends with an 
undertaking by both parties “ not to use force in their mutual 
relations, nor encourage its use against either by a third party.” 
Henceforth the Germans overflowed with “ generosity ” towards 
Lithuania, hoping to find in her, because of Vilna, an ally 
against Poland: another Slovakia on her northern flank. 

Even before the “‘ Agreement ” was signed, Hitler, at the 
head of the German navy, sailed for Memel ; it is said that on 
the trip he was violently sea-sick, and that this hardened his 
determination to obtain from the Poles an overland connection 
with East Prussia. ‘“ The news of the entry of German troops 
into Memel, and of the Chancellor’s demonstrative voyage . . . 
along our coast,” writes Lipski in his Final Report of October 
1oth, 1939, “ was as great a surprise to Polish public opinion 
as the German entry into Slovakia had been.” They felt 
outflanked and outwitted. 


(To be concluded.) 





POLITICAL ASPECTS OF FULL 
EMPLOYMENT '’ 


By M. Kaveckt 


I 
SOLID majority of economists is now of the 
opinion that, even in a capitalist system, full employ- 
ment may be secured by a Government spending 
programme, provided there is in existence adequate 
plant to employ all existing labour power, and 
provided adequate supplies of necessary foreign raw materials 
may be obtained in exchange for exports. 

If the Government undertakes public investment (e.g. 
builds schools, hospitals, and highways) or subsidises mass 
consumption (by family allowances, reduction of indirect 
taxation, or, subsidies to keep down the prices of necessities), 
if, moreover, this expenditure is financed by borrowing and 
not by taxation (which could affect adversely private investment 
and consumption), the effective demand for goods and services 
may be increased up to a point where full employment is achieved. 
Such Government expenditure increases employment, be it 
noted, not only directly but indirectly as well, since the higher 
incomes caused by it result in a secondary increase in demand 
for consumption and investment goods. 

2.—It may be asked where the public will get the money to 
lend to the Government if they do not curtail their investment 
and consumption. To understand this process it is best, | 
think, to imagine for a moment that the Government pays its 
suppliers in Government securities. The suppliers will, in 
general, not retain these securities but put them into circulation 
while buying other goods and services, and so on until finally 
these securities will reach persons or firms which retain them 
as interest-yielding assets. In any period of time the total 
increase in Government securities in the possession (transitory 
or final) of persons and firms will be equal to the goods and 
services sold to the Government. Thus what the economy 
lends to the Government are goods and services whose produc- 
tion is “ financed ” by Government securities. In reality the 
Government pays for the services not in securities but in cash, 
but it simultaneously issues securities and so drains the cash 


1 This article corresponds roughly toa lecture given to the Marshall Society in Cambridge 
in the Spring of 1942. 
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off; and this is equivalent to the imaginary process described 
above. 

What happens, however, if the public is unwilling to absorb 
all the increase in Government securities ? It will offer them 
finally to banks to get cash (notes or deposits) in exchange. If 
the banks accept these offers, the rate of interest will be main- 
tained. If not, the prices of securities will fall, which means a 
rise in the rate of interest, and this will encourage the public to’ 
hold more securities in relation to deposits. It follows that the 
rate of interest depends on banking policy, in particular on that 
of the Central Bank. If this policy aims at maintaining the rate 
of interest at a certain level that may be easily achieved, however 
large the amount of Government borrowing. Such was and is 
the position in the present war. In spite of astronomical budget 
deficits, the rate of interest has shown no rise since the beginning 
of 1940. 

3.—It may be objected that Government expenditure 
financed by borrowing will cause inflation. To this may be 
replied that the effective demand created by the Government 
acts like any other increase in demand. If labour, plant and 
foreign raw materials are in ample supply, the increase in 
demand is met by an increase in production. But if the point 
of full employment of resources is reached and effective demand 
continues to increase, prices will rise so as to equilibrate the 
demand for and the supply of goods and services. (In the state 
of overemployment of resources such as we witness at present in 
the war economy, an inflationary rise in prices has been avoided 
only to the extent to which effective demand for consumption 
goods has been curtailed by rationing and direct taxation.) It 
follows that if the Government intervention aims at achieving 
full employment but stops short of increasing effective demand 
over the full employment mark, there is no need to be afraid of 
inflation. 

1 Another problem of a more technical nature is that of the National Debt. If full 
employment is maintained by Government spending financed by borrowing, the National 
Debt will continuously increase. This need not, however, involve any disturbances in 
output and employment, if interest on the Debt is financed by an annual capital tax. The 
current income after payment of capital tax of some capitalists will be lower and of some 
higher than if the National Debt had not increased, but their aggregate income will remain 
unaltered and their aggregate consumption will not be likely to change significantly. 
Further, the inducement to invest in fixed capital is not affected by a capital tax because 
it is paid on any type of wealth. Whether an amount is held in cash or Government 
securities or invested in building a factory, the same capital tax is paid on it and thus the 
comparative advantage is unchanged. And if investment is financed by loans it is clearly 
not affected by a capital tax because it does not mean an increase in wealth of the investing 


entrepreneur. ‘Thus neither capitalists’ consumption nor investment is affected by the rise 
in the National Debt if interest on it is financed by an annual capital tax. 
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II 
1.—The above is a very crude and incomplete statement of 
the economic doctrine of full employment. But, I think, it is 
sufficient to acquaint the reader with the essence of the doctrine 
and so enable him to follow the subsequent discussion of the 
political problems involved in the achievement of fullemployment. 
It should be first stated that although most economists are 


now agreed that full employment may be achieved by Govern- 


ment spending, this was by no means the case even in the 
recent past. Among the opposers of this doctrine there were 
(and still are) prominent so called “‘ economic experts ” closely 
connected with banking and industry. This suggests that there 
is a political background in the opposition to the full employment 
doctrine even though the arguments advanced are economic. 
That is not to say that people who advance them do not believe 
in their economics, poor though these are. But obstinate 
ignorance is usually a manifestation of underlying political 
motives. ; 
There are, however, even more direct indications that a 
first class political issue is at stake here. In the great depression 
in the thirties, big business opposed consistently experiments 
for increasing employment by Government spending in all 
countries, except Nazi Germany. This was to be clearly seen 
in the U.S.A. (opposition to the New Deal), in France (Blum 
experiment) and also in Germany before Hitler. The attitude 
is not easy to explain. Clearly higher output and employment 
benefits not only workers, but entrepreneurs as well, because 


their profits rise. And the policy of full employment outlined | 


above does not encroach upon profits because it does not 
involve any additional taxation. The entrepreneurs in the slump 
are longing for a boom; why do not they accept gladly the 
“ synthetic ” boom which the Government is able to offer them? 
It is this difficult and fascinating question with which we intend 
to deal in this article. 

The reasons for the opposition of the “ industrial leaders ” 
to full employment achieved by Government spending may be 
subdivided into three categories : (i) the dislike of Government 
interference in the problem of employment as such; (ii) the 
dislike of the direction of Government spending (public invest- 
ment and subsidising consumption) ; (iii) dislike of the social 
and political changes resulting from the maintenance of full 
employment. We shall examine each of these three categories 
of objections to the Government expansion policy in detail. 
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2.—We shall deal first with the reluctance of the “ captains 
of industry ” to accept Government intervention in the matter 
of employment. Every widening of State activity is looked 
upon by “ business ” with suspicion, but the creation of employ- 
ment by Government spending has a special aspect which 
makes the opposition particularly intense. Under a /zisser-faire 
system the level of employment depends to a great extent on 
the so-called state of confidence. If this deteriorates, private 
investment declines, which results in a fall of output and employ- 
ment (both directly and through the secondary effect of the fall 
in incomes upon consumption and investment). This gives to 
the capitalists a powerful indirect control over Government 
policy: everything which may shake the state of confidence 
must be carefully avoided because it would cause an economic 
crisis. But once the Government learns the trick of increasing 
employment by its own purchases, this powerful controlling 
device loses its effectiveness. Hence budget deficits necessary 
to carry out Government intervention must be regarded as 
perilous. The social function of the doctrine of “sound 
finance ” is to make the level of employment dependent on the 
“state of confidence.” ' 

3.—The dislike of the business leaders of a Government 
spending policy grows even more acute when they come to 
consider the objects on which the money would be spent : 
public investment and subsidising mass consumption. 

The economic principles of Government intervention require 
that public investment should be confined to objects which do 
not compete with the equipment of private business (e.g. 
hospitals, schools, highways, etc.). Otherwise the profitability 
of private investment might be impaired and the positive effect 
of public investment upon employment offset by the negative 
effect of the decline in private investment. This conception 
suits the business men very well. But the scope of public 
investment of this type is rather narrow, and there is a danger 
that the Government, in pursuing this policy, may eventually 
be tempted to nationalise transport or public utilities so as to 
gain a new sphere in which to carry out investment.! 

One might therefore expect business leaders and their experts 
to be more in favour of subsidising mass consumption (by means 

It should be noticed here that investment in a nationalised industry can contribute to 
the solution of the problem of unemployment only if it is undertaken on principles ditferent 
from these of private enterprise. The Government must be satisfied with a lower net 


rate of return than private enterprise, or it must deliberately time its investment so as 
to mitigate slumps. 
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of family allowances, subsidies to keep down the prices of 
necessities, etc.) than of public investment ; for by subsidising 
consumption the Government would not be embarking on any 
sort of “enterprise.” In practice, however, this is not the case. 
Indeed, subsidising mass consumption is much more violently 
opposed by these “experts” than public investment. For 
here a “ moral ” principle of the highest importance is at stake. 
The fundamentals of capitalist ethics require that “ You shall 
earn your bread in sweat ”—unless you happen to have private 
means. 

4.—We have considered the political reasons for the opposi- 
tion against the policy of creating employment by Government 
spending. But even if this opposition were overcome—as it 
may well be under the pressure of the masses—the maintenance 
of full employment would cause social and political changes 
which would give a new impetus to the opposition of the 
business leaders. Indeed, under a regime of permanent full 
employment, “the sack” would cease to play its role as a 
disciplinary measure. The social position of the boss would be 
undermined and the self assurance and class consciousness of 
the working class would grow. Strikes for wage increases and 
improvements in conditions of work would create political 
tension. It is true that profits would be higher under a regime 
of full employment than they are on the average under /aisser- 
faire ; and even the rise in wage rates resulting from the stronger 
bargaining power of the workers is less likely to reduce profits 
than to increase prices, and thus affects adversely only the rentier 
interests. But “discipline in the factories” and “ political 
stability ” are more appreciated by the business leaders than 
profits. Their class instinct tells them that lasting full employ- 
ment is unsound from their point of view and that unemployment 
is an integral part of the “ normal ” capitalist system. 


II 

1.—One of the important functions of fascism, as typified 
by the Nazi system, was to remove the capitalist objections to 
full employment. 

The dislike of Government spending policy as such is 
overcome under fascism by the fact that the State machinery is 
under the direct control of a partnership of big business with 
fascist upstarts. The necessity for the myth of “ sound finance,” 
which served to prevent the Government from offsetting a 
confidence crisis by spending, is removed. In a democracy one 
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does not know what the next Government will be like. Under 
Fascism there is no next Government. 

The dislike of Government spending, whether on pubtic 
investment or consumption, is overcome by concentrating 
Government expenditure on armaments. Finally, “ discipline 
in the factories ” and “ political stability” under full employ- 
ment are maintained by the “new order,” which ranges 
from the suppression of the trade unions to the concentration 
camp. Political pressure replaces the economic pressure of 
unemployment. 

2.—The fact that armaments are the backbone of the policy 
of fascist full employment has a profound influence upon its 
economic character. Large-scale armaments are inseparable 
from the expansion of the armed forces and the preparation of 
plans for a war of conquest. They also induce competitive 
rearmament of other countries. This causes the main aim of 
the spending to shift gradually from full employment to securing 
the maximum effect of rearmament. As a result employment 
becomes “ overfull ” ; not only is unemployment abolished but 
an acute scarcity of labour prevails. Bottlenecks arise in every 
sphere and these must be dealt with by creation of a number of 
controls. Such an economy has many features of ‘a “ planned 
economy,” and is sometimes compared, rather ignorantly, with 
socialism. However, this type of “planning” is bound to 
appear whenever an economy puts itself a certain high target 
of production in a particular sphere, when it becomes a “ target 
economy ” of which the “armament economy” is a special 
case. An “armament economy” involves in particular the 
curtailment of consumption as compared with what it could 
have been under full employment. 

The fascist system starts from the overcoming of unemploy- 
ment, develops into an “armament economy” of scarcity, and 
ends inevitably in war. 


IV 

1.—What will be the practical outcome of the opposition 
to “ full employment by Government spending ” in a capitalist 
democracy ? We shall try to answer this question on the 
basis of the analysis of the reasons for this opposition given 
in section IJ. We argued that we may expect the opposition 
of the “leaders of industry ” on three planes: (i) the opposi- 
tion on principle against Government spending based on a 
budget deficit ; (ii) the opposition against this spending being 
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directed either towards public investment—which may fore- 
shadow the intrusion of the state into the new spheres of 
economic activity—or towards subsidjsing mass consumption ; 
(iii) the opposition against maintaining full employment and not 
merely preventing deep and prolonged slumps. 

Now, it must be recognised that the stage in which the 
“‘ business leaders ” could afford to be opposed to any kind of 
Government interventions to alleviate a slump is rather a matter 
of the past. Three factors have contributed to this: (a) very 
full employment during the present war; (+) the development 
of the economic doctrine of full employment; (¢) partly as a 
result of these two factors the slogan “‘ Unemployment never 
again ” is now deeply rooted in the consciousness of the masses. 
This position is reflected in the recent pronouncements of the 
“captains of industry ” and their experts. The necessity that 
“‘ something must be done in the slump ” is agreed to ; but the 
fight continues, firstly, as to “what should be done in the 
slump ” (i.e. what should be the direction of Government inter- 
vention), and secondly, that “it should be done om/y in the 
slump ” (i.e. merely to alleviate slumps rather than to secure 
permanent full employment). 

z.—In the current discussions of these problems there 
emerges time and again the conception of counteracting the 
slump by stimulating private investment. This may be done by 
lowering the rate of interest, by the reduction of income tax, or 
by subsidising private investment directly in this or another 
form. That such a scheme should be attractive to “ business ” 
is not surprising. The entrepreneur remains the medium through 
which the intervention is conducted. If he does not feel 
confidence in the political situation he will not be bribed into 
investment. And the intervention does not involve the Govern- 
ment either in “ playing with ” (public) investment or “ wasting 
money ” on subsidising consumption. 

It may be shown, however, that the stimulation of private 
investment does not provide an adequate method for preventing 
mass unemployment. There are two alternatives to be con- 
sidered here. (a) The rate of interest or income tax (or both) 
is reduced sharply in the slump and increased in the boom. In 
this case both the period and the amplitude of the business 
cycle will be reduced, but employment not only in the slump 
but even in the boom may be far from full, i.e. the average 
unemployment may be considerable, although its fluctuations 
will be less marked. (4) The rate of interest or income tax is 
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reduced in a slump but not increased in the subsequent boom. 
In this case the boom will last longer but it must end in a new 
slump: one reduction in the rate of interest or income tax 
does not, of course, eliminate the forces which cause cyclical 
fluctuations in a capitalist economy. In the new slump it will 
be necessary to reduce the rate of interest or income tax again 
and so on. Thus in not too remote a time the rate of interest 
would have to be negative and income tax would have to be 
replaced by an income subsidy. The same would arise if it 
were attempted to maintain full employment by stimulating 
private investment: the rate of interest and income tax would 
have to be reduced continuously. 

In addition to this fundamental weakness of combating 
unemployment by stimulating private investment, there is a 
practical difficulty. The reaction of the entrepreneurs to the 
measures described is uncertain. If the down-swing is sharp 
they may take a very pessimistic view of the future, and the 
reduction of the tate of interest or income tax may then for a 
long time have little or no effect upon investment, and thus 
upon the level of output and employment. 

3.—Even those who advocate stimulating private investment 
to counteract the slump frequently do not rely on it exclusively 
but envisage that it should be associated with public investment. 
It looks at present as if “‘ business leaders” and their experts 
(at least part of them) would tend to accept as a pis aller public 
investment financed by borrowing as a means of alleviating 
slumps. They seem, however, still to be consistently opposed to 
creating employment by subsidising consumption and to 
maintaining fall employment. 

This state of affairs is perhaps symptomatic of the future 
economic regime of capitalist democracies. In the slump, either 
under the pressure of the masses, or even without it, public 
investment financed by borrowing will be undertaken to prevent 
large scale unemployment. But if attempts are made to apply 
this method in order to maintain the high level of employment 
reached in the subsequent boom a strong opposition of “business 
leaders ” is likely to be encountered. As has already been 
argued, lasting full employment is not at all to their liking. 
The workers would “ get out of hand” and the “ captains of 
industry ” would be anxious to “ teach them a lesson.” More- 
over, the price increase in the up-swing is to the disadvantage 
of small and big rentiers and makes them “ boom tired.” 


2 A rigorous demonstration of this is given in my article to be published in Oxford 
Economic Papers. 


Cc 329 





THE POLITICAL QUARTERLY 


In this situation a powerful block is likely to be formed 
between big business and the rentier interests, and they would 
probably find more than one economist to declare that the 
situation was manifestly unsound. The pressure of all these 
forces, and in particular of big business—as a rule influential 
in Government departments—would most probably induce the 
Government to return to the orthodox policy of cutting down 
the budget deficit. A slump would follow in which Government 
spending policy would come again into its own. 

This pattern of a “ political business cycle” is not entirely 
conjectural ; something very much like that happened in the 
U.S.A. in 1937-1938. The breakdown of the boom in the 
second half of 1937 was actually due to the drastic reduction of 
the budget deficit. On the other hand, in the acute slump that 
followed the Government promptly reverted to a spending 

licy. | 
The regime of the “ political business cycle ” would be an 
artificial restoration of the position as it existed in nineteenth 
century capitalism. Full employment would be reached only at 
the top of the boom, but slumps would be relatively mild and 
short lived. 


V 

1.—Should a progressive be satisfied with a regime of the 
“ political business cycle ” as described in the preceding section ? 
I think he should oppose it on two grounds: (i) that it does 
not assure lasting full employment; (ii) that Government 
intervention is tied down to public investment and does not 
embrace subsidising consumption. What the masses now ask 
for is not the mitigation of slumps but their total abolition. 
Nor should the resulting fuller utilisation of resources be applied 
to unwanted public investment merely in order to provide work. 
The Government spending programme should be devoted to 
public investment only to the extent to which such investment 
is actually needed. The test of Government spending necessary 
to maintain full employment should be used to subsidise 
consumption (through family allowances, old age pensions, 
reduction in indirect taxation, subsidising of prices of necessities). 
The opposers of such Government spending say that the 
Government will then have nothing to show for their money. 
The reply is that the counterpart of this spending will be the 
higher standard of living of the masses. Is not this the purpose 
of all economic activity ? 


330 








— -& =§§ 7 


lo) 


a= A A wD LIft aA fH. 














SOME UNSETTLED QUESTIONS OF HOUSING POLICY 


2.—‘‘ Full employment capitalism ” will have, of course, to 
develop new social and political institutions which will reflect 
the increased power of the working class. If capitalism can 
adjust itself to full employment a fundamental reform will have 
been incorporated in it. If not, it will show itself an outmoded 
system which must be scrapped. 

But perhaps the fight for full employment may lead to 
fascism ? Perhaps capitalism will adjust itself to full employment 
in this way? This seems extremely unlikely. Fascism sprang 
up in Germany against a background of tremendous unemploy- 
ment and maintained itself in power through securing full 
employment while capitalist democracy failed to do so. The 
fight of the progressive forces for full employment is at the 
same time a way of preventing the recurrence of fascism. 


SOME UNSETTLED QUESTIONS OF 


HOUSING POLICY 
By Marian E. A. Bow ey 


I.—The Magnitude of the Post-War Housing Problem 


HE magnitude of the post-war housing problem 

depends on the way in which that problem is defined. 

In this the housing question does not differ from 

other social questions such as those of education, or 

nutrition, or social security. If sufficiently low 
standards are accepted, or state and community responsibility 
rejected, almost any social problem, including housing, can be 
defined out of existence. Choice of a definition of the post-war 
housing problem has therefore as much bearing on questions 
of policy as elaborate statistics. 

It will be convenient to approach these questions by 
discussing a definition in terms of a post-war shortage of houses 
which seems to be gaining tacit acceptance. A general shortage 
of houses is bound to emerge after the war for three reasons. 
The number of families wanting separate houses has increased 
since the beginning of the war, but there has been an almost 
complete cessation of building. The blitz has destroyed or 
damaged houses, thereby reducing the available supply below 
pre-war levels. Finally, the war has meant that the slum 
clearance and decrowding programmes of local authorities have 
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been put into cold storage. Thus the numbers ot families falling 
below the minimum official standard of housing will be greater 
than if there had been no war, owing to the failure to improve 
the supply of houses of an adequate quality. The housing 
problem defined in terms of shortage may be regarded as meaning 
the problem of restoring the status quo ante with respect to the 
pre-war relation between numbers of families and numbers of 
en including projected improvements in the quality of the 
ouses. 

The magnitude of the housing problem so defined can be 
calculated approximately. It is estimated that if there had been 
no war the number of families needing separate houses in 
England and Wales would have increased by 425 thousand in 
the five years from 1940 to 1944.1 This number of houses will be 
needed if the war ends in 1944, on the assumption that any post- 
ponement of marriages, or setting up of families, during the war 
will be made good as quickly as possible. It is impossible to make 
any allowance for the effect of war casualties or immigration at 
present ; these may cancel out or the net effect may be small. 
Official reticence on the subject ot the destruction of houses by 
the blitz makes it more difficult to estimate the requirements 
for replacement. We have been told, however, that about one 
in five houses, that is just over two million, have been damaged 
or destroyed, including all those slightly damaged. This crumb 
of information helps and we can adopt a hypothesis which 
anyone who knows better can alter. It seems unlikely from 
general observation by anyone walking about the streets that 
more than a quarter of the houses damaged have been actually 
destroyed, or damaged beyond repair. On this hypothesis, and 
assuming heavy raiding is not resumed, 500,000 houses would 
be needed for war replacement. There is still the third item, 
and here we are on safer ground. The outstanding local 
authority programmes for slum clearance together with the 
houses needed for abolishing overcrowding, as it existed before 
the war, amounted probably to about 4oo thousand in 1939. 
As some of the slum houses have been destroyed by the Blitz, 
some part of this total has already been included in the replace- 
ment item; it might be reasonable to scale the addition on this 
count down to 350 thousand. The grand total of requirements 
thus comes out at about 1,275 thousand, or say not less than 
1} million and not more than 14 million. It will be convenient 
to take 14 million as the base for other calculations. 

1 See ‘‘ Housing Before the War and After,” by Dr. Elsas, p. 55. 
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Although this total appears formidable, it is only equivalent 
to 3} years’ building at the average rate maintained between 
1935 and 1939. If allowance is made for the continued growth 
in the number of families after the war and a considerable 
margin allowed for the arrears of repairs of all kinds, it can be 
hazarded that five or six years’ building at this pre-war average 
rate would restore the status quo ante and provide for the 
outstanding local authority programme. 


IT.—Problems of Organisation. 

So much for the crude arithmetic of the post-war housing 
problem. Whether the results exaggerate or belittle the size 
of the problem, decisions must be reached on matters of policy. 
Is a planned attempt to be made to restore the status quo ante 
completely by building approximately as many houses of each 
type in each place as would have existed but for the war, plus 
appropriate additions for those needed for increases in the 
numbers of families? Alternatively, is it to be left to the 
combined efforts of private enterprise and individual local 
authorities to decide in what way to restore the pre-war relations 
between numbers of families and numbers of houses in each 
area. These are the main alternatives unless the definition of 
the problem in terms of the status quo ante is abandoned. It is 
possible, of course, to regard the whole problem from a different 
angle. The housing situation at the end of the war could be 
considered dispassionately and independently of what might 
have happened if there had been no war. Housing policy could 
be deliberately orientated to make the best use of such building 
capacity as is available for housing in relation to the seriousness 
of actual weaknesses in the supply of houses. 

It seems probable that people in general and the local 
authorities also are thinking in terms of restoring the status quo 
in the first and most rigid sense, by schemes for replacement of 
destroyed houses and completion of pre-war programmes. The 
difficulties involved are worth careful consideration, for the 
collapse of such schemes might lead to worse confusion and 
lay than building without a set plan. Muddling through 
might be preferable. 

The first difficulty arises from the effect of the war in piling 
up housing arrears in individual areas. The uncompleted slum 
clearance programmes affect, in the main, a few big towns. 
London, Leeds, Liverpool and Manchester had still a balance 
of 35 thousand houses to complete on their original programme 
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in 1939, while other authorities had already nearly finished their 
original programme and some had already started on additional 
programmes. The need for additional houses for the abatement 
of overcrowding was most acute in London, Durham and 
Northumberland ; according to the Overcrowding Survey of 
1936 these areas accounted for 4o per cent of the total of 
overcrowded families and little headway had been made with 
the really big programmes before the war.1 To some extent 
the evacuation of families from some of the towns has eased the 
situation, but if they return in force as soon as peace is declared 
the local authorities will be faced with completing as quickly 
as possible their programmes already overdue. 

The uneven incidence of the blitz has almost certainly 
resulted in a further net accumulation of building needs in areas 
like London, Liverpool and Tyneside, which already had large 
programmes outstanding. In other districts heavy raids have 
created serious housing shortages in addition to the temporary 
difficulties caused by inflows of war workers. The strain on 
the capacity of the building industry will be increased in the 
blitzed places by the need to repair public buildings, factories 
and offices. On the other hand, there are a’ great many towns 
which have had no raids or only small ones. In these the effect 
of the war on the housing situation may be negligible, provided 
that families which have come to them on account of the war 

o back to their home towns. On the other hand, if these 
amilies can be prevented from going home it may well relieve 
the general housing situation. For though housing conditions 
may be unsatisfactory in wat-swollen towns, where this is the 
only serious problem it may be easier to provide additional 
houses for the immigrants in these than to rehouse them in 
their home towns. This is not the end of the problem. The 
normal additional numbers of families will need houses. At 
ptesent it is impossible to forecast in what places the normal 
additions will be important, but they will naturally tend to be 
largest in the biggest and most congested towns. If the pre-war 
trend of population from the north to the midlands and south 
is resumed after the war, it is obvious that the congestion ¥f 
building requirements in the London area and the Midlands 
will be still further aggravated. It is difficult to see how even 
the most efficient system of priorities for building materials and 
labour can solve the problems of inadequate building resources 
due to the lopsided geographical distribution of demand that 


1 In 1935, for example, at least 24,000, probably more, houses were needed in the L.C.C. 
area to abolish overcrowding. (Ministry of Health—Annual Report, 1938-9.) 
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must be expected as the result of attempts to restore the status 
quo ante. : 

The second major difficulty, though it arises initially from 
the types of houses which would be required, will almost 
certainly be enhanced by the first. The slum clearance and 
decrowding programmes of local authorities depend entirely on 
the provision of working-class houses to let at low rents. The 
blitz has taken heavy toll of working-class houses of all sorts. 
On the probably over-optimistic assumption that the damage 
has been spread evenly over houses of all types, at least two- 
thirds of the houses rebuilt should be working-class houses to 
let; that is possibly 330 thousand would be needed at rents 
within the reach of families of all sorts of sizes and incomes. 
A further addition must be made for additions to the numbers 
of working-class families. The grand total may be put at about 
two-thirds of all houses needed, that is approximately goo 
thousand, allowing for continued peace-time increases on the 
number of families. This total is greater than the total built by 
local authorities in the ten years before the outbreak of war |! 

Thus if the problem of providing sufficient building resources 
where they are needed is eventually solved, there will remain 
the problem of organising, within a few years, the actual 
provision of houses of the types required. Before the war it 
was considered that the larger local authorities would be fully 
occupied for several years with the completion of their slum 
clearance and decrowding programmes.’ In 1938-9, when the 
efforts of these authorities reached their maximum, the number 
of houses completed by all the local authorities was only 102 
thousand; and this figure was greater than in any previous 
veat since 1919 with the exception of 1926-7. Even if post-war 
requirements were felatively uniformly spread over the country 
it seems certain that local authorities would be unable to-satisfy 
them in a reasonably short period. The lopsided distribution 
destroys any grounds for optimism ; it means that some quite 
capable authorities will have an easy time, while others will be 
overwhelmed.! 

It may be suggested that private enterprise may be able to 
make a substantial contribution. After all, the majority—72 per 
cent—of the four million houses built between the wars were 


1Another aspect of the problem, perhaps, ought to be mentioned. The larger urban 
local.authorities have in the past been hampered continually by the difficulty of obtaining 
suitable and accessible building sites. The threatening concentration of housing require- 
ments in some of the largest and most built-up local authority areas will tend to cause 
further delay because of this difficulty. Even if the recommendations of the Uthwatt 
Report are carried out, this obstacle is unlikely to disappear in the big towns. 
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built by private enterprise. In London, Middlesex, Kent and 
Essex alone over 70,000 houses were produced in one year in 
this way. Unfortunately the problem is not just one of building 
houses, it is that of building houses to let, a process which 
means investment either by private individuals or through state 
organisations. In 1937-8 private people invested in 42 thousand 
new working-class houses to let; this was the maximum for 
any one year. There is little reason to suppose that there will 
be any greater enthusiasm for venturing into this field in the 
far more uncertain conditions of the post-war period. 

If planned attempts to restore the status quo ante in detail 
seem likely to fail, the case for the alternative of leaving local 
authorities to do what they like is perhaps strengthened. It 
may be better to bow to the inevitable. Complete freedom for 
local authorities and private enterprise would, however, be 
inconsistent with a rational system of priorities for building 
resources. The way would be opened to scramble for resources 
and uncontrolled increases in building costs similar to those 
experienced after the last war. This would result in houses 
being provided primarily for those who could pay most. Private 
enterprise would undoubtedly build houses for sale; local 
authorities would tend to let houses on the basis of ability of 
tenants to pay rather than on the urgency of need for houses. 
It is only if the results of housing policy between 1919 and 
1930 are considered to be satisfactory, that the possibility of 
such a situation, aggravated by the probable peculiar geographi- 
cal distribution of demand after this war, can be regarded with 
equanimity. 

It can, of course, be argued that as long as the amount of 
building resources allocated to housing are so limited that only 
a few tens of thousanéls of houses can be built a year, no policy 
will make much difference. But sooner or later resources can 
and must be made available. Though the destruction of 
buildings during this war has introduced a source of demand 
for building resources which did not exist after the last war, it 
must be remembered that not only has the building industry 
not been destroyed since 1939 but its capacity at that date was 
greater than in 1914 by at least 50 per cent.! Restoration of the 
industry to its 1939 level will make possible a much greater 
absolute output of buildings than the parallel restoration atter 
the Great War. Even without any sort of practical plan for 
increasing capacity, the average annual output of houses in the 


1 Measured by changes in the numbers of bricklayers. This probably underestimates 
the inerease in capacity as it makes no allowance for changes in technique. 
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first four years after the armistice was 60 thousand. It should 
be possible to do better than that after this war. 

There is no real excuse for procrastination over plans. The 
difficulties of attempting to base them on some sort of restoration 
of the status quo ante ate so formidable, however, that the 
possibility oz approaching the post-war housing situation from 
an entirely different angle must be considered. It will be 
convenient to proceed by stages : to decide what were the worst 
weaknesses in the system of supplying houses before the war, 
to assess the effects of the war in increasing or diminishing the 
importance of those weaknesses, and finally, to examine some 
of the possibilities of using such resources as are available to 
relieve the worst deficiencies in the supply of houses resulting 
from these developments. 

The most obvious deficiency in the pre-war system was in 
the provision of working-class houses to let. In between the 
two wars four million houses were built, but only 1} million 
of these were houses to let of normal working-class type—that 
is of four or five rooms with ratable values under {14 (£20 
in the Metropolitan Police District). The supply of typically 
working-class houses increased by only a third, compared to 
increases of two-thirds for other houses. The increase in the 
former was mainly dependent on the energies of local authorities. 
As private enterprise was far more active thari local authorities, 
the system was in practice strongly biased in favour of those 
who could afford to buy their own houses. There is no reason- 
able doubt that only the best-off working-class families could 
do this. For instance, according to sample inquiries, about 
18 per cent of the urban insured families had embarked on 
owner-occupation by 1938, compared to 65 per cent among 
professional and semi-professional families. It is ludicrous to 
suppose that the difference can be explained without taking into 
account the smaller financial resources of the insured group. 

The pre-war system could only work satisfactorily if 
extensive house-purchase by those who could afford it left 
sufficient suitable houses vacant for the rest of the population. 
The fact that there were in 1939 approximately the same number 
of houses as families does not show that this was the case. 
The abandoned houses might or might not be of the right 
kind ‘or in the right place. They were old-fashioned and less 
convenient than new houses. The system had the inevitable 


1 Ministry of Labour Cost of Living Inquiry 1937-8 (published in Ministry of Labour 
Gazette, December 1940) and “‘ Expenditure of 1,360 British Middle Class Households 
in 1938-9.” (Paper by P. Masscy read before the Royal Statistical Society, June 16th, 1942.) 
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disadvantages of making the supply of houses for the majority 
of the population dependent not on their requirements but on the 
willingness of other people to buy new houses. 

The system had other disadvantages of a less obvious kind. 
It tended to hamper the mobility of the population and to 
increase the size of towns already too big. Apart from the local 
authority estates on the outskirts of the old towns, the supply 
of houses to let was concentrated either in derelict areas or 
inside the towns. Those families who could not afford to buy 
houses were tied to the existing towns and only able to shift 
from one to the other. As the bulk of working-class families 
were thus inevitably static, other families were obliged to live 
in a periphery of suburbs round the old industrial and com- 
mercial core in order to earn their daily bread. The system had 
no geographical elasticity. 

The war has affected this situation in two quite different 
ways. The additional shortage of working-class houses has made 
a situation already barely tolerable quite intolerable. In view 
of the bias of the provision of houses before the war in tavour 
of houses for sale, there is a priori good reason for attempting 
to use any new houses that can be built to counteract it. 
Moreover, since the requirements of families who could afford 
to buy had been so much more adequately satisfied before the 
war, the effects of the cessation of building and destruction of 
houses must be proportionately less serious than in the case of 
working-class houses. There is thus a very strong case for a 
higher priority of building resources for working-class houses 
after the war than that which would be required under any 
serious attempt to restore the status guo ante. It will be observed 
that the post-war problem is not made any simpler by this 
conclusion. 

The second effect of the war is more encouraging. The 
destruction of houses, factories and other buildings by the blitz 
provides an opportunity for modifying the results of the 
excessive locational rigidity of the pre-war system. It is possible 
to replace some of the old buildings by new ones in new areas. 
For once there is a chance of unscrambling some eggs. This in 
itself would ease the concentration of building requirements in 
particular places, relieving the burden both on local authorities 
and on local building resources. The process could be carried 
further and applied to part of the slum clearance and decrowding 
programmes and to the supply of houses for the additional 
families in the population. 
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If advantage is to be taken of this opportunity, a policy of 
controlled location of industry is essential. 

Although the Report of the Royal Commission on the 
Distribution of the Industrial Population is already several years 
old, there is no sign that we are within sight of a decision. An 
immense number of questions depend on this. If some form 
of control of location of industry is adopted, then the questions 
of how far existing towns are to be allowed to return to their 
pre-war size or to increase must be settled, and how many new 
or expanded towns are to be allowed. The rebuilding, slum 
clearance and decrowding programmes as well as general house- 
building programmes are all dependent on this factor. 
Machinery for co-ordinating these programmes on a national or 
regional basis must be set up; the extent of interference with 
the existing powers and duties of local authorities determined. 
Organisations for carrying out the construction and government 
of new towns will have to be planned and created. All these 
are questions requiring much thought and public as well as 
technical discussion. 

On the other hand, if it is decided not to control the location 
of industry, then the question of whether serious attempts to 
remedy the bias in the housing system should be made must 
be discussed from another angle. They will not form part of 
a general policy of location and must be treated as a housing 
question pure and simple. The question of how far the state 
is going to take responsibility for working-ciass houses must be 
decided as well as the practical possibility of evolving an 
organisation capable of carrying it out. It will be convenient 
to say a little about this latter question first. The basic difficulty 
apart from finance will occur, as we have seen, in those areas 
in which housing needs will be beyond the organising capacity 
of local authorities, or where there are acute difficulties in finding 
suitable sites. The recommendations of the Uthwatt Committee 
may alleviate the problem of sites. The creation of a new 
type of authority less tender of the vested interests of ratepayers 
in land and buildings might also help. Housing departments 
responsible in the Fest instance to the elected representatives 
ot ratepayers are apt to be hampered by the necessity of con- 
sidering the feelings of their employers. Essentially, however, 
the hard economic core of the problem is to discover a system 
of state building able to make use of all the resources open to 
private builders small and large. It is a problem of organisation 
which requires urgent and careful study. 
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ITI.—Is the Provision of Houses to be a Social Service ? 

Definition of the post-war housing problem in terms of the 
status quo ante presupposes acceptance of the thesis that the state 
must assume responsibility for housing in periods of crisis or 
acute shortage. This is entirely consistent with the attitude 
towards state intervention in the house market before this war. 
Although immediately after the Great War the responsibility 
for the provision of working-class houses was imposed by the 
Housing and Town Planning, etc., Act on the local authorities 
(and this was confirmed in later Acts), in practice responsibility 
was nafrowly interpreted in terms of alleviating the shortage 
in the cheapest possible way. In 1933 a new interpretation of 
state responsibility was given. Government policy was stated 
to be to prevent people living below certain minimum standards 
of housing. In the first instance this was defined in terms of 
slums, but in 1935 was extended to include overcrowding. The 
provision of houses for all families not actually living in slums, 
or not overcrowded, was stated to be the function of private 
enterprise.1 The state retained responsibility only for the 
control of the rents of pre-1914 houses and for the definition of 


the minimum standards that new houses, if built, must satisfy. 


Thus, apart from crisis conditions, state responsibility has only 
been ‘accepted i in practice for preventing people falling below a 
minimum standard, much lower than that to which new houses 
must conform. 

A housing policy directed towards remedying defects in the 
housing system involves a new conception of state responsibility: 
a responsibility for providing modern houses for those who 
need them on terms which they can afford. If a system of 
controlled location of industry is finally chosen, this conception 
will necessarily be accepted either explicitly or implicitly. If 
location is left uncontrolled, housing policy for the post-war 
period must either accept or reject this responsibility. This is 
one of the most fundamental of the unsettled questions of 
housing policy. 


I\’.—Problems of Finance 
If the old conception of state responsibility is retained, 
novel financial issues will not arise. If the new one is adopted, 
however, questions arise as to the terms on which houses are 
to be let. For instance, are large numbers of similar houses to 
be let at rents adjusted to the capacity of individual tenants to 
1 Report of Inter-departmental Committee on Housing, 1933 (Cmd. 4397). 
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pay, by subsidies ? If these adjustments are to be made on a 
reasonably flexible basis, some form of means test would be 
retained as a permanent part of the housing system just when 
the trend in other spheres is generally in favour of its abolition. 
An entirely different system might be developed by borrowing 
the idea of the production of utility goods. A standard utility 
type of house might be provided at a uniform rent in each area 
fixed at a level weil within the reach of, say, ordinary families 
of unskilled labourers with children. The difference between 
the economic rent and this utility rent would be bridged by a 
subsidy. Only families in exceptional circumstances would 
receive rebates. The rent which would satisfy these conditions 
would depend partly on the extent to which the Beveridge 
system of social security and family allowances was adopted. 
The level of rates, and possible modifications in the rating 
system if controlled location of industry is adopted, would also 
affect it. Elasticity and some freedom of choice could be 
secured by provision of better, or more elaborate, houses at 
rents increased proportionately to their additional cost for those 
who cared to pay more. It would be part of the function of 
the housing authority to judge the market in this respect. 
After all, if the state in practice has a monopoly of new houses 
to let, the inherent tendencies of all monopolies to ignore the 
wishes of consumers and avoid risks must be overcome. 

It is impossible in an article of this length to deal thoroughly 
with questions of the cost of various housing policies. The 
experience of the past twenty years provides some general 
guide, however. The average net subsidised rent of 866,277 
local authority houses was, in 1936, 7s. 6d. a week. The annual 
cost of the subsidies was not more than £16 million, although 
these houses included all those built in the period of exceptionally 
high building costs after the last war, and the majority were 
built when local authorities were borrowing at 5 per cent or 
more. In the more favourable circumstances following the great 
depression of the early thirties, it would have been possible to 
build a million ordinary 3-bedroomed houses to let at an average 
net rent of 6s. a week with a subsidy of £6 million a year. This is 
not a large amount, and suggests that a much extended housing 
programme before the war would not have imposed an undue 
financial burden on the country. These rents, however, do not 
include rates, and by the time rates, varying from, say, 2s. to 4s. 
and more a week, had been added, the houses would have been 
out of reach of large numbers of families. Increases of subsidy 
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would have been needed to offset the rates, that is to offset the 
cost of local government and services paid for out of the rates ; 
in other words, an indirect subsidy to local social services would 
have been needed. It is extremely doubtful whether it is 
rational to include such subsidies in the cost of housing rather 
than to debit them to other social services. The distinction 
ought, at any rate, to be kept in mind in assessing the merits 
of different housing policies in the future, in order to prevent 
excessive weight being attached to their apparent cost. 


Conclusion—Questions of Policy to be answered. 

It has been the purpose of this article to indicate some of 
the most important questions of housing policy which must be 
answeted before plans for dealing with the post-war housing 
situation can be made, and to outline some of the considerations 
involved. These questions are so fundamental that officials are 
not in a position to answer them on their own responsibility. 
They must be debated in the streets and in Parliament. The 
most vital to decide immediately are— 

First, what definition of the housing problem is to be 
accepted and what degree of state responsibility for the provision 
of working-class houses ? In other words, is housing going to 
be treated as a genuine social service after the war or is a return 
to be made to the old pre-war system ? 

Second, is the location of industry to be controlled after the 
war and house building treated as part of the general social and 
economic problem of planning the geographical distribution of 
the population ? 

Until decisions on these two problems are reached, all the 
other questions of organisation and finance cannot be settled. 
Postponement of serious debate and Government reticence have 
already begun to give the impression that the Government is 
hiding behind a belief that building resources will be so scarce 
after the war that no policy will make any difference. In view 
of the vast number of dependent subsidiary questions to be 
settled and the amount of work required to evolve a workable 
method of carrying out any policy, the procrastination is 
becoming dangerous. 
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THE CURRENCY PLANS AND INTER- 


NATIONAL ECONOMIC RELATIONS 
By T. BaLoGu 


““-NTERNATIONAL Trade is essential for the main- 
tenance ot the British standard of life.”” How often are 
these impeccable words followed by the statement 
“ Britain cannot afford an improvement in wages or in 
—-"- social services because such improvement would destroy 
exports ?” 

The prevalence of such misconceptions alone would neces- 
sitate a re-examination of the “theory” of international 
economic relations which was so strangely different from the 
“practice ” actually followed. The British, the United States 
and the Canadian experts have now spoken and put forward 
their views on the international arrangements which are to be 
the basis for a general co-operative effort to abolish want. 
Remembering the failures of the twenties and ‘thirties, it 
behoves us to scrutinise with some care the proposals which 
are to give effect to the lofty phrases of the Dunkirk period 
and of the Atlantic Charter. 

All successful post-war planning of international economic 
relations must start from the lesson of the past decades. It is 
quite apparent, from a study of the inter-war period, that 
surpluses and deficiencies in the balance of international pay- 
ments, indeed the volume of international trade itself, were not 
so much determined by changes in basic structural factors (e.g. 
in taste, technique, discoveries) as by slumps and booms in 
national economics large enough to influence total world 
demand. Protectionism, except when undertaken for aggressive 
military reasons, was, in the main, the consequence of acute 
crises which threatened the existence of important sections of 
the population. 

If a slump starts in any country a// other countries will be 
immediately affected. With home demand sagging, its industries 
will increase their sales pressure abroad (after a time probably 
aided by a fall in wages). The demand of the country for 
foreign products will slump. Thus, even if the balances of 
payments of all countries had been in equilibrium before the 
slump occurred, they will be thrown out of gear by the slump. 
The depressed country will acquire a surplus in their balance 
of trade. Other countries will experience a deficiency. 
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If the “ deficit ” country takes counter measures against the 
worsening of its balance of trade this will—for the same reasons 
—further aggravate the crisis. A grave danger arises of each 
country trying to remedy the diminution of internal demand 
by cutting imports and stimulating exports, i.e. by “ beggar- 
my-neighbour” policies of cumulative protection or of 
(competitive) depreciation. 

Equally disturbing would be the refusal of a country (if 


large enough) to prevent an inflationary spiral. It would then’ 


(if the Gold Standard or some such mechanism did not impose 
limits to its expansion or if its currency did not depreciate) 
export its inflation to other countries trying to maintain stability 
at full employment. It would then be able to impose on these 
countries a fall in their real income, as it would bid against 
home consumers for their supplies (and by bidding for its own 
exports reduce the imports of those countries). 

These considerations suggest that a full solution of the 
problem of re-establishing an international monetary system 
without perpetuating international business cycles and thus 
eliminating the most important cause of protectionism can 
come only through a prior agreement on home policy. If each 
of the countries pledges itself to maintain stable and full employ- 
ment there would be no general reason for protection. Real 
wages would then adversely be affected by any restrictionist 
policy, and the fatal, because irresistible, alliance between Trade 
Unions and Employers’ Associations would be considerably 
weakened. Without such agreement the same influences and 
factors which drove the world towards economic (as contrasted 
with the deliberate Nazi military) self-sufficiency will inevitably 
re-assert themselves. But they will come upon us piecemeal as 
the occasion forces defensive measures on each nation. It will, 
therefore, be impossible to evolve a new system which combines 
international intercourse and stability. 

Such agreement, in spite of its patent advantages to all, is 
at least improbable because of the considerable differences in 
the social and economic background of the main world powers. 
The question arises, therefore, whether a more limited scheme 
could not be elaborated which would secure that countries 
should be able to continue this policy of full employment 
irrespective of the depression abroad (and the consequent 
worsening of their balance of payments). Such scheme must, 
furthermore secure that the original depression in the surplus 
countries should not be aggravated by measures taken by the 
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CURRENCY PLANS & INTERNATIONAL ECONOMIC RELATIONS 


deficit countries in pursuit of their full employment policy so 
as to avoid cumulative retaliation. There will, of course, be 
cases in which the deficiency in the balance of payments of a 
country would persist even if all other countries were fully 
employed because it arose out of its own misfortunes (cro 

failures, etc.) or its own policies (inefficiency coupled with high 
wages, etc.). In these cases any help given to the “ deficit ” 
country must be conditional upon her undertaking measures of 
readjustment. But in those cases where the deficiency of a 
country’s balance of payments is solely due to depression abroad, 
in a sane world that country must not be forced to undertake any 


readjustment, for in doing so it 


would deepen the world depres- 


sion.! Apart from this, no international agreement or scheme, if 
it is to be satisfactory, must render a long term planning of the 
production and exchange of commodities between regionally 
and imperially linked countries impossible. Nor must it prevent 
the undertaking of long term development and industrialisation 
of poor countries. And it should interfere as little as possible 
with national policies and the character of economic systems. 


Theoretically the problem 


of maintaining full employment 


in any single country or a group of countries can be solved in 
two ways. (a) Either a scheme must be evolved which enables 


a member country to offset a 


fall in effective demand due to 


the emergence of a depression abroad. This implies that 
measures must be taken to offset internally the depressing effect 
of the consequent worsening of their balance of payments. But 
such internal reflationary measures, if not accompanied by 
increased protection, must necessarily lead to a continued 
accumulation of adverse balances, until the emergence of a 
sufficiently large favourable balance in the depressed countries 
restarts an expansion there, and thus cures the original depres- 
sion. (b) Secondly, schemes can be elaborated by which the 

1 This approach is radically different from that taken by most—especially American— 
critics of the currency plans. Both the British and the Canadian proposals emphasise the 
fact that the surplus of any country is ultimately decided by that country unilaterally. Yet 
the main point of attack was directed against the possible “‘ unlimited ” obligations which 
the British plan imposes on the creditor. It must be admitted (cf. above) that a deliberate 
inflationist policy of a country or a refusal by a country to adjust her internal affairs in order 


to balance her international payments, can impose burdens on other countties (i.e. diminish 
her teal income or generate inflation). But, except in the immediate post-war period 


and failing a radical re-shaping of the U.S. 
world will in all probability be faced with 


economic system, this is not the problem the 
in the longer run. It seems that these critics 


in their insistence on necessity of “ discipline ” and “ self-imposed limitations ” in inter- 
national economic relations are already oblivious of the lessons of the 1930’s. Restrictive 
economic policies are no doubt inimical to maximum real income. But they will always 
be preferred to general bankruptcy and mass unemployment. The same authors oppose 


internal measures to stabilise employment. 
and exclusive measures are the only means 


D 


In the absence of positive policies negative 
of counteracting a deflationary spiral. 
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eventual balancing of international accounts is brought about 
more directly, irrespective of the fact that some countries may 
be unsuccessful in preserving full employment. 

This can be done either by a multilateral arrangement, by 
which “additional exports” from the deficit countries are 
ensured automatically; or by a penalisation of such surplus 
countries which acquired international credits only because 
they lost their internal balance and use foreign trade policies as 
a means of home employment policy; or, finally, by making 
arrangements by which countries which are able and willing to 
pursue a full employment policy, are enabled to maintain their 
policy by direct agreements among themselves, regulating their 
foreign trade and payments, and securing equilibrium with 
countries who are unable, or politically unwilling, to do so, by 
a quantitative regulation of their imports and exports. 


THE CURRENCY PROPOSALS AND THE Furure.! 

How far are these requirements met by the British and 
U.S. proposals.? 

A word of caution and explanation is necessary here. The 
United States (and to some extent Canada) have in the last 
decades been not merely surplus countries but (apart from a 
short period in 1933) also the recipients of vast capital imports. 
Britain has been liquidating her foreign investments since 1930, 
and will emerge from this war almost a net debtor nation, quite 
apart from the fact that her current balance of trade will need 
substantial readjustment. Most European countries will be 
pauperised and in dire need of foreign help. This vast difference 
in economic background necessarily imprints itself on economic 
thinking, which is subject to influences emanating from con- 
temporary problems. One must, therefore, expect differences 
in national approach, differences which cut across and modify 
political differences within countries. Progressive U.S. 
economists such as Professor Viner condemn exchange control 
as a reactionary measure, thinking of the Nazi New Order, 
because, given the U.S. position, the problem of the foreign 
balance does not influence, much less determine, internal social 
policies in the U.S. They are utterly uncomprehending when a 


1 The Canadian is a well-meant attempt to arrive at a compromise between the two plans. 
It need not, therefore, be discussed separately. 

2 Space does not permit a detailed review of the provisions of the different currency 
plans. Readers not already familiar with their provisions are referred to the Economist, 
May 1st, 1943, p. 556, and April roth, 1943, p. 452. The Bulletin of International News, 
November 15th, 1943. The Banker, May and June, 1943, as well as to the Supplement to 
the Bulletin of the Oxford Institute of Statistics, ‘‘ The New Plans for International Trade.” 


346 











__ = cee oe Urneklh CUCU Oe 


+ SB SBS YU mm OO 





CURRENCY PLANS & INTERNATIONAL ECONOMIC RELATIONS 


European economist points out that exchange control is— 
barring international agreements on the lines suggested—the 
conditio sine qua non of progressive internal policies. They do not 
see that by their attitude they help the very reactionaries in 
Europe whom they oppose at home. They misjudge their true 
friends in Europe and weaken their influence. 

The U.S. scheme can hardly be said to show awareness of our 
problem. Indeed, it must be considered an attempt to restore 
the oldest-fashioned gold standard by methods which are closely 
similar to the procedure adopted in the 1920’s with disastrous 
results, but with far less generous means than were then put at 
the disposal of the pauperised countries of Europe. In all 
fairness to the U.S. experts, it must be stated that they chose a . 
difficult and arid way of presenting their proposals. They 
elaborated a draft of the Statutes of a United and Associated 
Nations Stabilisation Fund. 

The scheme envisages the establishment of a fund of $5,000 
millions, of which half is to be paid in immediately. Any 
further payments or the enlargement of the means of the Fund 
are made dependent upon the consent of the future credit 
countries. All member countries have to pay part of their 
contribution (“ normally ” 12.5 per cent, which can be decreased 
to a minimum of 5 per cent) in gold. The rest is contributed 
in their home currencies or Government securities. Each of 
the member states has the right to purchase foreign exchange up 
to the limit of 100 per cent of its quota in the first year of the 
operation of the Fund, an additional 50 per cent in the second 
and third years. Once the limits are reached, further amounts 
can only be obtained with the consent of 4-sths of the votes 
which are distributed proportionately to quotas held, i.e. in 
practice subject to the veto of U.S. When the Fund becomes 
exhausted both creditors and debtors must pay additional 
contributions, again partly in gold. To him who hath... But 
even this rather meagre credit-facility is limited by the avail- 
ability in the Fund of “ scarce ” currencies, i.e. the currencies 
of the creditor nations (quite apart from the fact that 15 per cent 
of these is apparently considered as an irreducible minimum). 
Should the U.S. be the only important creditor country, the 
total credit extended by this means would be $625 millions. 

The authors of the proposals evidently envisage a system in 
which the monetary policies of all participating countries are 


1 The net addition to the means of the prospective debtors is less than 100 (200) per cent 
of their quota as they have to contribute some gold to the Fund. 
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identical. Jf there is a crisis in any one large country (i.e. in 
practice, in the U.S.), all other countries must follow suit. 
They presumably arrived at the figure of $5,000 millions by 
taking an arbitrary period before the war (when no international 
lending existed to “distort” the balances of trade, a greater 
part of Europe, under the leadership of Nazi Germany, practised 
war economic autarky, and no one else attempted to maintain a 
pacific full employment policy) and adding up the negative 
balances of trade. Not daring to separate the immediate post- 
war and the longer run problems, they provide a system of 
rationing the scatcest currencies among the prospective claimants. 
They freeze the present mal-distribution of gold and other liquid 
international assets, by obliging all countries to sell to the Fund 
such reserves acquired after they joined the scheme !? While 
the document inveighs against exchange control (except if 
instituted against capital export, and even in that case preferably 
by way of discouraging the acceptance of foreign deposits), 
this inevitably entails strictest control of all foreign payments 
and discrimination against U.S. exports. Indeed, though the 
phrasing of the documents permits of several interpretations, 
the working of the scheme is difficult to imagine without such 
control: for the proposal restricts the sale of foreign exchange 
to debtors to that for the purpose of current transactions, to cover 
the deficit in the trade with specific countries (III 3a). The 
insufficiency of means is therefore evident: the U.K. alone 
when returning to gold in 1925 was granted a stabilisation 
credit of some $500 millions.* 

Even more revealing than the quantitative aspects of the 
plan are the numerous points (II. 4, III. 1, Ill. 3 c and f, IM, 
9 L, III. 12, Il. 13, II. 1), which regulate the dealings of 
the Fund in the home currency and the Government securities 
of the member country, contributed as part of the quota. The 
average European economist is here confronted with a puzzle : 

1 A change in exchange rates is made dependent on 4-5th majority of votes, i.e. ruled out, 
as depreciation would certainly aggravate a depression in the “ surplus ”’ countries. 

The Fund is to prepare a report on the causes. of the surplus to the creditor countries. 
But the latter need not accede to the proposals of the Fund as to how to diminish the 
surplus. As we have seen, any measure except the increase in home demand will aggravate 
the depression in the surplus countries, and is therefore hardly likely to be accepted. A 


reflation policy at home, however, will not be inaugurated because of international 
reports when the distress at home was unsuccessful to enforce it. 

2 This would seem to rule out the maintenance of the “ sterling” block while U.S. 
dependencies, not having separate currencies, could still “‘ bank ” with the Federal Reserve 
System. Shades of “‘ non-discrimination ” ! 

3 The Canadian proposals seek to remedy these drawbacks by increasing the size of the 
Fund to $8,000 millions, with an additional 50 per cent call on surplus countrics whose 
currencies become scarce, and permitting a 5 (10) per cent devaluation. 
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for what purpose, he is bound to ask, are these extremely 
complicated stipulations on the lending, selling, etc., of the 
home carrency of a member country ? Surely if a Government 
needs home currency it has merely to go to the Central Bank 
and get it. The plan is evidently based on the “ theory ” of the 
“independence ” of Central Banks and currency managements 
from “‘ politics,” ice. the dependence of the Governments on 
the “confidence” and “help ” of their financial community. 
If currency management (and the volume of credit) is rigidly 
fixed to gold, then all these rigmaroles which look so odd to 
anybody in war-time Britain are perfectly comprehensible and 
important. For these stipulations enable Governments to 
undertake exchange equalisation while sterilising the internal 
effects. 

The British plan is written in the most persuasive tones of 
one of the few living masters of the English tongue. The 
reader is warned in advance that currency arrangements, however 
flexible, cannot give a full answer to the ultimate task of post- 
wat economic policy. They can only eliminate some specific 
monetary causes of crises. The plan is aimed at giving an expan- 
sionary bias to the world economic system. It attempts to do 
so by creating a new, internationally acceptable medium of 
exchange and distributing it among the different member states 
proportionately to their needs: the first of the methods 
discussed above.! This legerdemain is accomplished by giving 
each country the right to pay any deficiencies in her current 
balance of payments by a draft on an international banking 
institution (called the Clearing Union, really a true Bank of 
International Settlements), up to a certain amount, i.e. one- 
quarter (half) of its so-called quota.2 The equivalent of this 
deficiency is then credited to the countries which achieved a 
surplus. This creation of new monetary “ reserves ” and their 
distribution according to need substantially reduces the present 


1 Lord Keynes seems to have desired to combine the creation of international liquidity 
with an automatic method by which depression in any one country, or rather its effect 
on the balances of payments of other countries are neutralised by forgiving surpluses, 
appreciating the currency, etc. (II. 9 a-d). This automatic adjustment enforced on surplus 
countries limiting the cumulative exhaustion down of the newly-created liquidity which 
is so essential to the smooth working of the scheme in the longer run appear merely as 
optional recommendations to surplus countries in the proposals as published. Presumably 
other British experts did not believe this to be acceptable by the prospective (depressed) 
creditors, whose business activity they would further lower (III. 7-9, IV. 17). A 
compromise solution compromising the solution was put forth. 

* The quota is equivalent to threequarters of the average foreign trade in 1936-8. This 
principle favoured Britain unduly, though it is logical. The U.S. plan bases the borrowing 
power of members on the contributions paid into the Fund, i.e. its ending power, its gold 
reserves, etc. It thus strengthens the strong. Borrowing power and contributions must 
be separated from one another and from voting power. 
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mal-distribution of international liquid assets. The share of 
the U.S., which now holds 70 per cent, is reduced to 50 per cent. 
Thus the danger that countries will be forced to bilateral arrange- 
ments and autarky by reason of their illiquidity is also reduced. 

The British plan is founded on the principle ot reflating the 
“surplus ” countries by their surpluses. Jf the quotas, Le. 
surpluses, were sufficiently large for this purpose, and if 
“ deficit”? countries therefore only had to undertake defla- 
tionary or more specific! readjustments (de-valuation of over 
5 per cent being dependent on the consent of a majority of 
countries) in respect of such deficiencies as would persist 
even if a// countries were fully employed, an “ expansionist 
bias ” would indeed be imparted to the world economic system. 
As published, the scheme suffers from a double disadvantage : 
it is under certain circumstances not sufficiently “ expan- 
sionist,” under others far too “‘ expansionist.” Let us take these 
in turn. 

The creation of the bancor reserve in the words of the 
proposal is a “ once-for-all endowment.” Should any one 
country exhaust the new limits set, indeed anything more than 
a quarter of the new reserves, and if the corresponding surplus 
is not sufficient to start a boom in the creditor country, the 
deflationary bias in the world system would reassert itself. 

The creation of more than $20,000 millions of imaginary 
gold reserves will not alter the basic weaknesses of the present 
uncontrolled economic system. In 1919 it might have been 
enough, as indeed it is the logical development of the resolutions 
of the Brussels and Genoa conferences on “ economising ” gold. 
But the position of comparative equipoise between the various 
national units of the world econoinic system has been drastically 
changed by the two wars and technical progress. In the nine- 
teenth century the level of national output in the leading political 
powers was not of a markedly different order of magnitude. 
Now the potential net investment capacity (or its equivalent 
voluntary savings) of the United States at full employment will, 
after the first restocking boom, at a minimum of some $16,000 
million—scarcely be less than one-half, and might be as high 
as two-thirds of the investment capacity of the world, excluding 
the U.S.S.R. Yet it does not seem probable that the foreign 
trade will be more than a small fraction of the total national 
income of the U.S. The emergence of a favourable trade balance 


1 I.ec. tariffs or other measures falling into the sphere of commercial policy as would 
decrease imports or increase exports. 
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can therefore hardly alter total investment sufficiently to 
counteract a violent downward swing originating internally. 

It is legitimate to assume that the instability of the economic 
system of the United States will not be moderated to a signi- 
ficantly greater degree by Government intervention than in the 
1930's. The ease with which demobilisation can be managed 
under Jaisser-faire if an inflationary boom develops is likely to 
blind once more the American party machines to the basic 
problems. It seems more than likely that the restrictions and 
controls necessary to secure stability at full employment will 
seem politically unacceptable to the American public. Given 
the checks and balances of the American constitution, reforms 
will not be introduced in time to avoid violent economic fluctua- 
tions. We might, therefore, easily be faced with a situation in 
which the U.S. may have export surpluses of the order of 
magnitude of $4,000 millions for some years without inducing 
a boom in that country. Such surpluses would exert a defla- 
tionary pressure even under the British plan after the end of the 
first year, if other countries tried to maintain full employment 
without measures to increase self-sufficiency. The White and 
the Canadian schemes would break down—in this sense—after 
a few months of acute depression in U.S. From a longer run 
point of view, even the British scheme does not guarantee the 
possibility of maintaining full employment. We shall then 
witness the spread of depression and of those “ malpractices ” 
which are now condemned by the same people who oppose the 
“ Keynes ” scheme. 

In the period immediately after the war (and in such subse- 
quent periods in which there should be a tendency in any large 
or a number of smaller countries, to over employment) the 
Keynes scheme enables the export of inflation from one country 
to another. The inflating country then imposes upon other, 
fully employed, countries a burden ; it competes away supplies 
and thus diminishes their real income. Admittedly in the long 
run this problem is not of as great an importance as under- 
employment. But given the instability of certain national 
units, it is grave enough to demand an answer. 


SUGGESTION FOR A FLEXIBLE SOLUTION. 
We might conclude this review by some positive suggestions : 
If the British proposals could be amended in two respects, they 
would provide a solution of the problem of allowing the main- 
? Though the reverse, an inflationary excess, might well involve a general world 
inflation. Cf. Keynes, Essays in Persuasion, pp. 233-7. 
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tenance of full employment in single countries when others are 
unwilling or unable to pursue appropriate policies without at 
the same time lending themselves to inflationary abuse and 
without leading to autarkic policies. 

(2) The solution of the monetary problem of the relief and 
reconstruction period must be separated from the longer run 
problem. This is, in any case, bound to happen, as foreign 
trade will then still be closely controlled in all countries, if only 
to check inflationary excesses. The movement of goods in that 
period should be closely planned by the appropriate Inter-Allied 
Boards with which the U.S.S.R_ should be associated. 

A Clearing Union should be brought into being, but the 
quotas of each nation should sof, in this period, be fixed on the 
basis of a rigid formula based on irrelevant criteria such as 
suggested in a// the plans, but on the one hand the priority needs 
of the countries and the availability of supplies on the other. 
Most supplies will have to be made available on a “relief ” basis. 
All others should be paid for by the new clearing scheme. 

(4) Once the world economic system shows signs of reinteg- 
ration, and the immediate post-war shortages are eliminated, 
the Clearing Union can proceed to “ normalise ” quotas for each 
country on the basis of a more rigid formula based on post-war 
foreign trade and national income figures. These quotas should, 
however, be regarded merely as a fond-de-roulement, an intet- 
mediary credit frame and not as the main mechanism of main- 
taining full employment without internationally having to resort 
to a restriction of foreign trade. 

That function must be taken over (as is now gradually 
becoming apparent also as far as internal policy is concerned) 
from a purely banking institution by an International Jmvestment 
Board.1. Whenever full employment flags in any one country 
this Board should grant development loans to countries needing 
long term capital investment with the proviso that the loans 
must be spent (with due safeguards preventing exploitation)? 
in the “ mature ” countries which have developed a deficit in 
their balances of payments so/e/y because of the depression. In 
this way full employment can be stabilised internationally by 
diverting real resources towards those countries most needing 
them, real resources which, without this intervention would 
become unemployed. The International Board will, therefore, 
in the first instance, only utilise resources which would other- 
wise not be utilised. It should be noted that in view of the 


1 This plan has been elaborated by Messrs. Schumacher & Kalecki (ibid. p. 30). 
2 Cf. my article ibid. pp. 34-37. 
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terrible discrepancy in the standard of life between different 
countries, this method does not suffice. But any further inter- 
national lending will necessitate restriction in the immediate 
consumption of the rich countries. It must be undertaken (with 
or without the intermediary of the Investment Board) by a 
conscious policy of these countries. 

Deficiencies and surpluses in the balances of payments, 
which do not, in the first instance, arise out of depressions, must 
be dealt with by more direct readjustment of the countries 
concerned. The International Agencies can facilitate these 
readjustments by helping to maintain world demand, but an 
attempt to deal with them by any “ clearing ” procedure would 
lead to general inflation. 

The advantages—both to prospective surplus and deficiency 
countries—of such a scheme, which would guarantee the main- 
tenance of full employment internationally without interfering 
with the national policies and prejudices of the member countries, 
are so obvious that the adherence of all United Nations. should 
be assured. It is most improbable, however, that all countries 
would in fact adhere to a system which, at least superficially, 
infringes their sovereign rights. We must, therefore, face the 
alternatives of introducing the scheme among countries which 
would follow a British lead, or of abandoning such a scheme 
altogether and joining some international monetary arrangement 
which—as even the British proposals—does not safeguard the 
possibility of maintaining full employment at home irrespective 
of foreign economic policies. It would be regrettable if the 
Government decided for the latter alternative. The loss caused 
by economic fluctuations—amounting in the inter-war years to 
some 10—z20 per cent of the country’s national income—is far 
bigger than any gain which could be reaped from such “ fully 
international ” system as would be re-created. A regional block, 
consisting of the British Commonwealth and Western Europe 
with its Empires, is, even without protective devices, self- 
sufficient enough to need little or no foreign trade. The greater 
the regional block, moreover, the less easy it is for any outside 
countries to remain in isolation or to take retaliatory action 
against it. At any rate, if the Government should accept a 
formula less satisfactory than that outlined by Messrs. 
Schumacher & Kalecki then they must insist on an escape 
clause which would permit the cancellation of all engagement 
should unemployment rise above a limit of, say, 10o—15 per 
cent in certain major countries. 
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Whatever monetary arrangements are arrived at, the freedom 
of concluding reciprocal long term purchase agreements must 
be maintained. This implies—if a complete monopoly of foreign 
trading is not to be introduced in this country—the freedom of 
concluding, at least with respect to our main imports and exports, 
reciprocal purchase agreements at special conditions and prices.} 
It also implies the liberty of regulating both exports and imports 
quantitatively by the block. 

The insistence on the embargo on the export of capital is 
welcome. It is a conditio sine qua non of a full employment 
policy. But it is rather rash to assume that it is not merely a 
necessary but also a sufficient condition of success in securing 
stable and full employment.* r 

There is a grave danger that the national interests of Britain, 
whose position as a world power depends on her ability to 
maintain full employment and far-reaching controls over her 
economic system, will be sacrificed to vested interests, bent on 
maintaining the pre-war system. They will plead the necessity 
of entering into arrangements with the United States, even 
though these will prevent this country from taking the lead in 
establishing in Western Europe a progressive economic block 
powerful enough to be an equal—and therefore friendly— 
partner of both the U.S. and the U.S.S.R., while at the same 


1 Lord Keynes’s insistence (House of Lords, Col. 528/9, 1943) that the abstinence from 
such regulated clearing arrangements is favourable to Britain seems curious. The 
arithmetic of our foreign trade—some £400-£500 million of exports as against almost 
£1,000 million imports—hardly suggest this thesis. Cf. in this connection Sir R. Streat’s 
oe mene of segregating “staple ” exports and imports in commercial agreements from 
“general” trade. 

3 Opinions still differ as to the minimum of agreement that would safeguard full employ- 
ment and stability. The British Government—or rather the draftsmen of the White Paper— 
seem to imply that provided the framework of commercial policy is established by common 
consent (White Paper, Preface 2) the production, distribution and price of primary products 
is regulated (ibid. (3)), the problem of international aid to “‘ backward ” countries is settled 
(ibid. (4)), this can be achieved by monetary measures alone. Of these the regulation of 
interest rates (backed by appropriate control of capital exports) looms largest in their 
minds. Cf. White Paper, VII-32-36, and more emphatically Lord Keynes, House of 
Lords, Col. 533. But the use of Government loan expenditure seems to be envisaged (ibid. 
II-6, (9) (2)). Disequilibria of transient nature are to be eliminated by a slight (5 per cent) 
depreciation of the currency (ibid. (8) (a)). Disturbances of a permanent nature are to be 
dealt with by further depreciation of an agreed amount or “ appropriate” “ internal 
measures ” of an unspecified nature of which exchange control affecting foreign trade and 
involving “‘ blocking” arrangements are specifically excluded. Lord Keynes (sbid. Col. 538). 
It is tentatively acknowledged that the maintenance of full employment is a conditio sine qua 
non of the success of any international arrangement. But it is implicitly hoped that a system 
by which some latitude is given to countries to pursue their expansive policy will be 
sufficient to attain this object. 

The experience of the two wars as well as the intermediate period does not seem to 
warrant this optimism. It points to the conclusion that a far closer quantitive control of 
the economic system is necessary than is at present admitted by those who tolerate controls 
over production, prices, etc., in war-time as a disagreeable pis-aller and refuse to admit 
that they are necessary in order to enable the combination of stability and economic 
progress. Cf. my article, Revolution in Economics. “‘ This Changing World,” Routledge, 


1943. 
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time promoting maximum progress and prosperity internally. 
The vested interests (especially in agriculture) will at the same 
time successfully insist on protection without positive planning. 
Britain might easily find herself committed to such multi- 
lateralism such as will prevent all planning for full employment 
and efficiency. The decrease in the standard of life of the masses 
will be the price to pay. 

The enemies of reform in this country will use to the utmost 
the argument that a progressive solution of our economic 
problems would instantly and irrevocably embroil Britain with 
the United States. At the same time the enemies of reform in 
the United States will be willing to succour a moribund British 
monopoly capitalism sufficiently to enable her to vegetate, yet 
weak enough to render her dependent on U.S. help. Thus the 
solution of Britain’s basic problems would be postponed—at 
the cost of aggravating them. It is most unfortunate that closer 
contact is not maintained between progressives here and U.S. 
In the end a chaotic autarky will be the consequence, far narrower 
than any sensible person would wish, enforced by sheer monetary 
pressure. It will then be too late to reverse events and organise 
a progressive economic block between the opposing camps of 
collectivism and monopoly capitalism. 

No change in this dismal trend can be expected until the 
preparatory work for international post-war arrangements, both 
political and economic, is subject to free discussion in each of 
these countries. If there had been such discussion before the 
British currency proposals were published, the subsequent inter- 
national negotiations would have been conducted in an atmos- 
phere far more favourable to the British case than they in fact 
were. There will always be a tendency in Government proposals 
to anticipate (especially international) criticism and put thern 
forward in an attenuated form in the hope of inducing a similar 
attitude. These hopes are usually disappointed. But the fact 
that concessions were made to the opposing point of view 
renders the position of negotiators impossible. They cannot 
ask for more than what they proposed (however insufficient that 
was), but they might be forced to further concessions. The 
present method of secrecy favours reaction. Progress is, 
moreover, further menaced by the fact that its enemies can be 
found in every country. And in all countries they seem to be 
triumphantly on the ascendant. 

(Since this paper was written much has happened to confirm 
the estimate of the prospects to justify the scepticism expressed 
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about the tactical handling of the Britisii case. Even the White 
scheme has been sharply attacked by the United States banking 
community who seem to have successfully repressed all memories 
of 1929-33. Mr. Eric Johnston’s visit should have disenchanted 
many in this country who thought that somehow or other 
constructive collaboration with the United States is a practical 
possibility. His insistence on freedom of capital movements 
and a renewed exploitation by Anglo-U.S. private enterprise of 
capital hungry parts of the world should have opened eyes 
however firmly closed to the realities of the position. Finally, 
the new edition of the “ White ” scheme dealt a blow to wishful 
thinkers. This document was obviously drawn up in deference 
of the die-hard “ hard-money ” school. On two points it 
represents a small concession to sanity: in the first three years 
after the war exchange rates can be changed by 5 per cent 
without the consent of the Fund (it is not clear whether this 
concession is to operate more than once) and a simple majority 
may permit more substantial depreciation; after three years 
three-quarters majority is required for such readjustments 
(instead of four-fifths) which formally abolishes the veto-power 
of the U.S., because no country can exercise more than one-fifth 
of the votes (in fact it does not change this objectionable feature 
of the U.S. plan because the U.S.’s Central and South American 
satellites exercise so large a vote as to render the U.S. para- 
mount). The fund is to be brought up to $8,000 millions. 
Not less than 50 per cent of the “ quotas ” is, according to this 
version, to be paid in gold. South America and France, being 
the main exceptions, would be forced to apply for large loans 
to the U.S. merely to qualify for membership. As these “ gold- 
loans ” would have to be negotiated bilaterally, the U.S. (if not 
Wall Street) could impose such further conditions as it may see fit. 

Had some concessions been made, the British Government 
might have felt some hesitation in refusing to accede to a 
palpably insufficient scheme. The “stubbornness” and 
“incompetence ” of the die-hards (in the words of President 
Roosevelt) gives a chance to the British Government to escape 
the predicament which they themselves created and give a lead 
to a really progressive organisation of a smaller but not small 
regional area willing to follow that lead. Appeasing the wicked 
has not paid politically, far less will it pay economically. Popular 
feeling in the dominions is ready for a closer co-operation with 
the Mother Country than ever before. This sad episode might 
yet turn out as the beginning of better things to come.) 
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BEFORE AND AFTER BEVERIDGE 


By Barsara Woorron 


HAT has happened to the Beveridge Report ? It 

is a pity that the Government does not take the 

public more into its confidence. Much that was 

said in the February debates could be read in two 

ways. The Report, said the optimists, had been 
“ welcomed,” much of it “ accepted in principle,” some proposals 
even earmarked for early legislation. ‘“ We have heard those 
phrases before,” said the pessimists. As time goes on, official 
silence inevitably feeds the suspicion that it was the pessimists 
who were nearer the mark. To be sure, any realistic person is 
ready to accept the fact that so comprehensive an overhaul of 
an antiquated social engine must take time. To explore all the 
relevant avenues will be quite an expedition ; and some nasty 
surprises may be found lurking under some of the stones to be 
upturned. None of this, however, justifies secrecy : a progress 
report is long overdue. 

For the Beveridge Report is either dead or alive. If it is 
dead, the consequences for British politics of the putrefaction 
that will follow may well be altogether beyond what has yet been 
imagined. This is much more than an apt, if ugly, metaphor. 
The fundamentals of the present social situation are everywhere 
the same, both in domestic and in international affairs. Immense 
and practical opportunities for social progress after the war are 
within our grasp, if we will but shout loudly and fiercely enough 
for them. It is not knowledge that is lacking :: it is conviction 
and will that lag behind knowledge. The public is aware of 
having been swindled before: it is absolutely determined not 
to be swindled again. The one certain safeguard against being 
swindled (it would seem) is persistent incredulity. To admit 
the possibility of reform is to admit also the possibility of 
disappointment. So we will dismiss every constructive pro- 
gramme in advance. “ Nothing will come of it.” ‘“ They won’t 
have it.”” But in conditions in which every step forward depends 
upon a push from behind, to hold such beliefs is actually to 
make them come true. This is the really dangerous vicious 
circle of our time—far more to be feared than any cumulative 
rise of wages and prices. 

The fate of Beveridge is critical in all this, because the 
Beveridge Report both touches the individual closely, and says 
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what it means, not in large generalities, but in concrete detail, 
And it has stood up joule well to the considered criticism 
and comment of the nine months that have now gone by since 
its publication. If it does die, the death will not be due to 
natural causes, or to its own constitutional weakness or inherent 
deformity. 

The objection most quickly and generally raised to the 
Report as a whole—that we can’t afford it—is not easy to sustain 
in precise quantitative terms. This is shown with much ability 
in recent publications by both Dr. H. W. Singer’ and Mr. 
R. W. B. Clarke. Attacking the issue from different ends 
(Dr. Singer is concerned with the extr¢ cost of the Beveridge 
plan over that of the existing services, Mr. Clarke with the tofo/ 
cost of Beveridge), both arrive at estimates which agree remark- 
ably well. The long and the short of it is that unified social 
services on the Beveridge model will imply (when the peak is 
reached after the proposed twenty years’ transitional period) a 
redistribution of about 10 per cent of the national income 
towards the support of those who have, for the time being, 
no income of their own. This assumes that the national income 
itself continues to expand at the rate of 14 per cent per head 
per annum as in the years between the wars. But even on the 
dismal] assumption that that income remains stationary from now 
till 1965, the cost of the Beveridge services will demand only 
about 12 per cent of the total. 

Any discussion of what we can afford is bound to reflect 
the astonishing revolution which has taken place in reputable 
economic thought since the publication, a few years ago, of 
Lord Keynes’ General Theory of Employment turned heresy into 
orthodoxy. This revolution goes right to the bottom of what 
is meant by “ affording ” anything. In the old days the parallel 
between the individual and the state was simple and unchallenged. 
The upright, the responsible, the prudent, lived within their 
incomes ; while the unbalanced budget was the sign of the 
spendthrift, the waster, and the bankrupt—upon whom judg- 
ment would presently descend. Now, however, we have to 
work with two alternative sets of assumptions leading to 
mutually contradictory conclusions. In the first case we assume 
full employment. On that basis the old doctrine holds, and 
incidentally the precepts of economists make sense in terms of 
individual experience. We must cut our coats according to 


1 Can We Afford Beveridge? By H.W. Singer. (Gollancz and Fabian Society. 6d.) 
2 Social Security. Edited for the Fabian Society by W. A. Robson. (Ad/en ¢» Unwin. 155.) 


358 








ie 


a~.' Ss 8 


mo 


wr ee) he 


ad 


‘ey 





BEFORE AND AFTER BEVERIDGE 


our cloth, draw up lists of priorities, sometimes even forego 
expenditure on objects which are in themselves inherently 
praiseworthy. Waste not, want not is, in this case, a sound 
social, as well as personal, rule. If, however, full employment 
is not achieved, then everything is turned upside down. Waste 
becomes a social duty because it makes work; and the more 
the Chancellor spends, the more he gets, for spending creates 
employment, and: employment creates income and income 
creates income tax. What, we may well ask, in these conditions 
is the meaning of “ can’t afford it” ? The substantial arguments 
of both Dr. Singer and Mr. Clarke are, naturally, based on the 
first assumption (otherwise there is no case for them to answer) ; 
but Dr. Singer finds space to hint at the second alternative. It 
makes you think. 

It is worth remark in passing that the co-existence of these 
two opposite assumptions (which may be known as common- 
sense and crazy economics respectively), and the arguments 
derived from them, account for much both of the obscurity of 
academic economics and of the confusion of popular thought 
on the subject. Popular discussion habitually slips without 
notice from the one set of premises to the other. Thus, one 
policy is applauded because it makes work (e.g. resistance to 
labour-saving technical improvements); while another (e.g. 
excessive handling of goods en route from producer to consumer) 
is simultaneously condemned as wasteful. In the old days the 
economist always answered in terms of the commonsense 
economics of scarcity, upholding improvements and denouncing 
waste. (The fact that his comforting sense did not always seem 
to work out very well in practice was not, incidentally, very 
good for his reputation). Now his job is first to explain the 
difference between the two assumptions ; next to distinguish 
which is valid in any given case ; and finally to make the public 
(and the Chancellor) understand both that you cannot argue 
from the two simultaneously and that at a given moment in 
practice (that is, at the onset of a general depression of trade) 
you not only may, but must, switch from one to the other, and 
reverse the whole argument. No wonder that in all this con- 
fusion we are inclined to give thanks for the simple, sensible 
economics of war in which economy always redounds to the 
common good, and waste is a social offence. No wonder that 
the re-education of the Treasury and the Chancellor of the 
Exchequer is going to be a formidable task. And yet the fact 
remains that you cannot make any sense of “‘ Can we afford it ?” 
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(whatever “ it ” may be) unless you can see your way through 
this muddle. 

The Fabian volume covers much more than this question of 
what we can afford. Part I of the book provides a background 
to Beveridge which is most helpful to those who wish to assess 
the changes proposed by the Report against the standards not 
of Utopia, but of the present and past. Sir William was not 
called upon to construct an ideal system of social insurance in a 
vacuum. He was asked to report on the unification of services 
that already exist. In their survey the Fabian Social Security 
Committee have set a number of authors, mostly with practical 
experience as well as academic knowledge, each to describe in 
a chapter of his own, the various social services as they stand 
to-day. Dr. Robson has contributed, as Editor, an Introduction 
which shows the story behind the present situation. 

It is easy (and proper) to make fun of the resulting picture, 
with its mass of inconsistencies and anomalies. It is even easier 
to be embittered by these, if you personally run up against 
regulations which are so complicated that you cannot make 
head or tail of them, and only notice that your neighbour 
inexplicably qualifies for the benefit of which you are equally 
inexplicably deprived. Nevertheless, as Dr. Robson shows, the 
present century has a pretty considerable record to its credit. 
These social semi-security laws, of whose confusion we complain 
with such readiness and reason, are after all achievements not 
to be despised in comparison with the desert years before they 
were invented. And they are practically all the creations of the 
present century. None of them, in fact, is older than Anthony 
Eden. At the turn of the century, the unemployed, the aged, 
the widowed, the sick, and anybody else who could not earn 
(and had no private income) had the choice only of living on 
friends and relations and charitable societies, or becoming a 
pauper under a Poor Law which was deliberately designed to 
warn off the self-respecting. All the familiar modern phraseology 
(“ they gave me my cards ”—“ I went to sign on ”—“‘ the doctor 
put me on the panel ”’) had still to be invented. Judged by the 
normal rate of social change, this has been fairly good going. 

There has been some consistency in the line of development 
too, although (as so often in this country) a coherent plan has 
emerged from events more than it can be said to have shaped 
them. The present muddle all goes back to the break-up of 
the old Poor Law, with its rule of treating all alike, and all 
equally badly. That system had to be broken up ; and, thanks, 
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BEFORE AND AFTER BEVERIDGE 


on the one hand to the late Mrs. Sidney Webb and her colleagues 
on the Minority side of the Royal Commission of 1909, and on 
the other hand to the timely importation of social insurance 
into this country by Mr. Lloyd George—broken up it was. 

Social insurance was particularly convenient because it solved 
one dilemma which greatly worried the thinkers of the late 
nineteenth and early twentieth centuries. How, if you abolished 
the deterrent Poor Law, which assumed that everybody was 
equally undeserving, would it still be possible to distinguish 
between the “ deserving ” and the “ undeserving ” poor, and 
to prevent the latter from growing fat at the public expense ? 
Compulsory contributory insurance, just because it was com- 
pulsory and contributory, offered a way round this deserving - 
and undeserving business. The title to insurance benefits is 
established by the insured persons having previously paid for 
these benefits: the moral character of the beneficiaries thus 
becomes irrelevant, since they are not asking favours but 
claiming rights. Moreover, since everybody (within the insured 
classes) is compelled by law to contribute on the same basis as 
everybody else, the shiftless cannot run into difficulties, or incur 
disapproval, through having neglected to provide for themselves. 
We are all, so to speak, made “ deserving ” by Act of Parliament. 

Further, it was hoped by insurance to provide separately and 
appropriately for each of the various misfortunes to which 
industrial man is subject. A sick man and one who is out of 
work are alike, in that both must have an income on which to 
live while they cannot earn; but in other respects their needs 
are different. It could be argued that if a separate social insurance, . 
with its own set of rules and its own finance, was established 
for every contingency, then each of these insurance systems 
could be tied up with whatever other services (and supervised 
by whatever Ministry) might be appropriate to its particular 
field. Accordingly the panel doctor was worked into the 
National Health Insurance system, and the administration of 
Unemployment Insurance was founded upon the Employment 
Exchanges. 

So from 1911 onwards we embarked upon a period of 
increasing specialisation in the social services. The sound idea 
behind this trend was that of carving up, or, rather, carving 
away the old Poor Law. Fragmentation, however, did not 
prove to be the last word in political wisdom. Variety and 
specialisation eventually swelled into departmentalism and 
sectionalisation ; and the standards even of the most progressive 
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service have lagged behind modern conceptions of social 
responsibility for unavoidable individual misfortune. No one 
can read Part I of the Fabian volume and doubt that the time 
has come for tidying up. The very phrase “ social security ”’ is 
itself new to our language ; and its appearance is a sign that 


the public has begun to think comprehensively about the’ 


problem, rather than the problems, of poverty. 

This change may take us a long way. Sir William himself, 
with his projected new enquiry into full employment, evidently 
intends to travel further along this road. His new slim volume ! 
must not, however, be taken as a map of this journey. In this 
book he has collected a number of articles and addresses 
published at various dates in the past eighteen months. Several 
of these ate concerned with the Beveridge Report, and include 
expositions for particular audiences, answers to critics, and 
discussion of special points, such as the eugenic effects of family 
allowances. Others reflect the author’s views on questions of 
policy and administration that have since, for better or for worse, 
been settled. 

“ Pillars of Security ”’ is itself the title of one of the papers 
which discusses the “assumption of full employment,” the 
“assumption of victory,” the “ people’s war for the people’s 
peace,” and the “ need for the United Nations to remain united.” 
Some of these pillars, the war and the victory, for instance, are 
evidently built to sustain relatively temporary structures. The 
fact that we are fighting with one set of nations against another 
set of nations necessarily implies both opportunities and frustra- 
tions. There are certain things that we shall be able to do that 
would not have been possible, had the assortment of allies and 
enemies been differently distributed. Conversely, other things 
will be beyond our power which would have been feasible with 
a different grouping. But these conditions will not determine 
the pattern of history for ever. The United Nations must now 
stick together because it is they, and not some other collection 
of peoples, who have in fact been brought together. In this 
sense their unity is, so to speak, an accident of the times ; but 
the permanent element in any design for security for which 
these international pillars stand, is the plain truth that if security 
is to mean anything solidly comforting to the individual, it 
cannot be founded upon British soil alone. The prospect of 
being blown to bits is an even greater menace to security than 
the possible loss of one’s job. 

1 Social Security. By Sir William Beveridge. (Allen c Unwin. 6s.) 
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SOME NOTES ON THE TRANSFER OF POPULATIONS 


Here we part company with the Beveridge Report. The 
great strength of that Report is that it is so magnificently insular. 
The rest of the world can go to hell, if it likes, and we can still 
have our Beveridge plan if we wish. If, however, Sit William 
intends to be the architect of a comprehensive security he will 
eventually have to take the world for his province. It will be 
interesting, in due course, to learn how far he thinks that his 
next pillar—full employment—can be built of home-produced 
materials. 


SOME NOTES ON THE TRANSFER 
OF POPULATIONS 


By Autan G. B. FisHer anD D. MITRANY 


].—Tue PRractIcAL IMPLICATIONS. 
HE suggestion has been heard lately that the best way 
to rid European politics of the problem of national 
minorities is to do away with the several minorities 
themselves, by moving them back to their mother 
countries. This idea is given strongest support in 
relation to the eviction of German minorities, who, it is argued, 
will always be potential centres of fifth-column activity, but it 
is also extended to other minorities, in relation to whom the 
idea is sometimes regarded as subsidiary and complementary to 
frontier rectifications. It is taken for granted by those who 
favour the idea that if at the end of the war any territory is 
acquired by one country from another, the territory ceded 
should be cleared of those inhabitants who would otherwise 
become a national minority. Leaving aside all humanitarian 
considerations, and the implications of the Atlantic Charter, the 
idea of solving minorities problems by the wholesale transfer 
of populations after the war involves three practical issues of 
a general nature : 


(i) The immediate problem of ways and means of carrying 
out the transfer ; 

(ii) The longer problem of absorbing the transferred 
populations ; 

(iii) The question whether, if by a great effort these two 
problems could be solved, that would at the same time 


dispose of the problem of minorities. 
a 
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The Turko-Greek and Bulgaro-Greek exchanges of popula- 
tion which took place at the end of the last war are frequently 
quoted as useful precedents in this connection. Actually the 
conditions under which these transfers took place were so 
abnormal that even where at first sight they appear to suggest 

“lessons ” favourable to the idea of population transfer as a 
method suitable for more general application to minority 
problems, closer examination shows that the lessons on the 
whole point much more definitely in the opposite direction. 

It is true that the great majority of the individuals transferred 
had no choice in the matter at all. The Turco-Greek arrange- 
ment was described by Venizelos as “a convention for the 
departure of the Turks from Greece because the Greeks had 
been driven out of Turkey,” and the number of refugees who 
had already come to Greece considerably exceeded the number 
of persons formally covered by the transfer agreements. . Never- 
theless, the principle of transfer was genuinely accepted by both 
the Turkish and the Greek (though not by the Bulgarian) 
Governments, and without any reservations they strenuously 
endeavoured to make the transfers a success. It cannot seriously 
be expected that in any important number of the cases in 
relation to which population transfer is envisaged as a “ solu- 
tion” at the close of the present war, this condition would be 
satisfied. 

Though the number of Greeks settled in Greece greatly 
exceeded the number of Turks who left Greece, transfers were 
nevertheless based as far as possible on a genuine “ exchange,” 
both of persons and of property, which while it still left a most 
formidable problem of absorption,and re-settlement reduced 
this problem to a minimum. The repercussions of the economic 
dislocation and of the social disturbance caused by these move- 
ments were still being felt when the present war broke out, 
and according to Sir John Hope Simpson (formerly vice- 
president of the Greek Refugee Settlement Commission) 
“involved an appalling amount of misery and hardship,” as 
well as a very substantial cost to Western Europe. Nevertheless, 
though one should not exaggerate the ease with which countries 
and populations whose economic organisation and standards of 
living are comparatively simple can adjust themselves to such 
violent shocks, the complications, great as they were in this 
instance, are likely to be enormously greater if similar shocks 
are imposed upon much more elaborate and highly organised 
economies such as that of Germany, and imposed moreover at 
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SOME NOTES ON THE TRANSFER OF POPULATIONS 


a time when in any event the risks of dislocation and economic 
and social collapse will for other reasons be grave. 

Against the claim, moreover, that this economic and social 
dislocation was not too high a price to pay for permanent 
Turco-Greek friendship, it may reasonably be urged that a 
similar prescription (requiring indeed a smaller dose of popula- 
tion change) was a complete failure in the Bulgaro-Greek case. 
Even in the apparently favourable Turco-Greek case, population 
transfer was incidental and perhaps not necessary to new policies 
initiated on either side by statesmen of unusual foresight and 
wisdom. The settlement of the Turco-Greek question was 
moreover accompanied in Turkey by a change of ideas which 
made the old Ottoman Empire appear as something out-of-date 
and even slightly disreputable, so that nostalgic longings for 
the past were from the outset discouraged in a way which 
cannot safely be assumed in any of the European countries likely 
to be affected by the transfers of population now contemplated. 

It is difficult to form any precise estimate of the volume of 
transfer which is now in the minds. of those who favour this 
method. The number in any given case would obviously depend 
upon the criteria adopted for determining the fact of minority 
nationality. Neither language, family name, religion nor any 
other single criterion is satisfactory. Minority groups are not, 
in fact, so clearly distinguished from the rest of the population 
that there are not large numbers of borderline cases about whose 
classification legitimate doubt$ might arise, and any decision in 
regard to whom would therefore almost inevitably be 
arbitrary. 

Apart from this practical difficulty which must arise in any 
case, current proposals, even in their more moderate forms, 
differ radically in nearly every respect from the cases referred 
to above. There is no serious pretence that transfers would be 
the result of voluntary agreement. In certain relatively unim- 
portant cases this might be hoped for, but the main objective 
in mind is obviously to concentrate inside Germany as large a 
proportion as possible of the Germans still living after the war 
in other countries, and these, it seems, are to be transported to 
Germany irrespective of either their wishes or of the ‘wishes 
of the German people or government. Justification for this 
decision will apparently be sought in the fact that Hitler has 
already organised and carried through similar population 
transfers for his own purposes, though there is no evidence 
that they were welcomed by the German people as a whole, 
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and a good deal of evidence to suggest that the Germans trans- 
ferred by Hitler were often reluctant to move. It will be difficult 
to persuade the German people, at a time when they are being 
urged to abjure Hitler and all his works, that this justification is 
anything more than a pretext to cloak a plain act of violence. 

There is also no serious pretence that the transfers now 
contemplated will to any considerable extent involve any 
genuine “exchange” of population. While there might be 
some genuine exchanges as between Hungarians and 
Roumanians, the number of non-German people living on 
German territory is negligible, and their transfer, like that of 
Roumanians from Bessarabia, and the other areas in relation 
to which large-scale population movements appear to be under 
discussion, must in the nature of things be almost entirely a 
one-sided movement. 

The numbers to be transferred have not been accurately 
estimated, but on some of the hypotheses which have been 
discussed the transfers of Germans required to satisfy Poland 
alone would be as many as five million and possibly more. If 
to this total is added the Sudeten Germans and the German 
minorities in other parts of Europe, and also the other minorities 
to be moved, a figure is reached which, in relation to the 
population which is to absorb the transferees, at first sight seems 
comparable with the number of Greek refugees actually absorbed 
after the last war in the Greek economy. Bearing in mind, 
however, the points made above in estimating the significance 
of this episode, as well as the fact that the pre-transfer density 
of Greek population was low, and that the peace treaties did 
not reduce but increased the territory of Greece, so that con- 
siderable areas of land were available for settlement, a comparison 
with the volume of immigration into the United States at the 
peak period seems more to the point. From such a comparison 
the conclusion appears to emerge with irresistible force that 
transfers on the scale now contemplated for Germans are quite 
impracticable. The maximum figures for migration into the 
United States were recorded in 1907, 1,285,348, and in 1914, 
1,218,480. (The population of the United States in 1910 was 
nearly 97 millions.) It may be safely assumed that practically all 
these immigrants were eager to enter the United States, and the 
circumstances of the United States were in general the most 
favourable possible for their absorption. Even in these favour- 
able conditions, however, and leaving aside the growth of the 
sentiments which later checked the migrant flow, it is probable 
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that the rate of influx during these years was unduly rapid. It 
was certainly not maintained except near the peak period of 
the trade cycle. 


]l.—Economic CONSEQUENCES. 

The post-war period will, by general agreement, present us 
with many difficult problems of reconstruction. Apart from 
actual destruction caused by the war, there will be extensive 
exhaustion of resources and dislocation of economic and social 
life. There will be a great shortage of materials and of capital 
goods. There will be very great difficulties of transport. There 
will be the difficult problem of redistributing labour and 
reabsorbing it. Several million prisoners and refugees will 
have to be repatriated, and for a-variety of reasons large numbers 
of people in Europe will be anxious to move to other territories 
more attractive to them. These movements should be 
encouraged, but they will tax to the utmost the available means 
of transport and the machinery of administration, and it will in 
any event be difficult to provide adequate means of livelihood 
for all concerned in them. To superimpose upon these 
difficulties a wholesale compulsory transfer of minorities and of 
populations from ceded territories, involving the movement of 
perhaps some ten million people (apart from prisoners and 
refugees), would create a task which would evidently be beyond 
the capacity of even the normal resources of the regions con- 
cerned, and which would aggravate dislocation and disorgani- 
sation to the point of jeopardising all plans for ordered 
reconstruction. Dislocation would be all the more serious 
because in peace-time these peoples could not be moved in the 
rough-and-ready fashion which is tolerated in war, and the 
operation would have to be carried through fairly quickly. For 
if it were extended over years, the continuous arrival of these 
déracinés, the need and the burden of providing for them, would 
keep alive among them, and in the countries of reception a 
feeling of resentment which would destroy also the psychological 
conditions necessary for reconstruction. 

The United Nations have recognised and declared that peace 
must be built up upon social contentmept, as expressed in an 
improved standard of living all round. The countries which 
will be the recipients of the transferred populations will have 
little chance of trying to live up to that ideal. They will obviously 
be the defeated countries—which means Germany above all—- 
who will in any case have lost substantial parts of their resources, 
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and who will have less opportunity of replenishing them from 
elsewhere. They are countries of emigration rather than of 
immigration, and such a sudden influx of population, under 
such conditions, could not be absorbed into anything like a 
normal economic and social system. The problems would be 
doubly aggravated if, as the proposals for transfer often imply, 
those countries were to be deprived at the same time of 
considerable portions of their territories, with the resources 
contained therein. It is one thing, e.g., to hand over Bessarabia 
to Russia, it is quite another thing if at the same time the 
1,600,000 Roumanians of the province ate forced upon the 
13,000,000 people of Roumania. Even with her present 
population Roumania has the utmost difficulty in making 
adequate provision for its growth, whether by way of indus- 
trialisation or otherwise. To add to these difficulties by such a 
sudden further population increase would be to prolong 
indefinitely the dislocations from which the country is now 
suffering, and make it impossible to prepare it for the place in 
the structure of the European economy which is essential if 
anything resembling political or social stability is to be established 
in Eastern Europe. The difficulties for Germany in similar 
circumstances and the disastrous effects upon any hopes which 
may be cherished for the establishment of a stable order in 
Europe as a whole would be equally great, however much they 
might differ in detail from the difficulties that would be 
experienced by Roumania. 

Some attention should also be paid to the probable effects 
of the proposed transfers upon the territories from which 
population is to be removed. The desirability of freer migration 
from some of these areas, especially those in connection with 
which there have been fears of overpopulation, must be admitted 
and indeed emphasised. Nor is the fact that certain individuals 
play an important part in the economic life of the country in 
which they live an adequate reason for refusing to facilitate 
their departure from it, if they strongly wish to leave for 
political or social reasons. But it is very improbable that the 
ejection of a whole national minority would give results at all 
like those which would follow if emigration in general was 
made easier. Members of national minorities frequently 
contribute such a large proportion of the skill and experience 
necessary to the efficient working of particular industries, that 
to remove them suddenly would throw these industries into 
confusion and perhaps permanently cripple them. (This is 
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largely true of the Germans in Czechoslovakia and to a slight 
extent in Poland.) Nothing of this sort is likely to happen as 
a result of the purely voluntary decision of individuals to 
emigrate. It is conceivable that in the long run more or less 
satisfactory adjustment to these large-scale losses of skilled 
labour might be possible, but the effects of the short-run 
disturbances created by them would be all the more serious as 
they would be felt just at the time when dislocations of many 
other kinds were also having their maximum effect. Any 
countries willing to assist in alleviating the post-war difficulties 
of continental Europe may well feel that their effort and goodwill 
would be frustrated by any such wilful intensification of the 
many difficulties of reconstruction. 


I1].—PoxrricaL CONSEQUENCES. 

The wholesale transfer of populations is being advocated 
as a means of burying once and for all the question of minorities, 
and so the use of it for “ revisionist ” claims. For example, 
it is said that Hungary would not have been so restless within 
the Trianon frontiers if it had not been for the Magyar minority 
left in Transylvania. The existence of that minority, or rather 
the way in which it was treated, no doubt contributed to that 
restlessness. But an even larger source of it was the presence 
within Hungary of those who had fled or had been expelled 
from the lost provinces ; they found in the reduced country 
no adequate occupation except agitation for the “ revision ” of 
the frontiers. Unless the populations which it is proposed to 
transfer can be absorbed fairly quickly and satisfactorily, thev 
will everywhere, as in the case of Hungary, constitute a standing 
source of national grievance and agitation. 

Moreover, this drastic surgical remedy is likely to be applied 
to a malady the character of which is already changing. In the 
latter part of the nineteenth century and until the first World 
War the idea of national grouping was fostered by the struggle 
of the nationalities against political imperialism ; and the 1919 
settlements sought to meet that current by giving primacy to 
the principle of national self-government. But that current 
of sentiment is by way of being superseded. In every state— 
whether old states like France and Spain, or young states like 
Roumania—the nations are now divided by social ideologies. 
And on that basis each section has been working to link up with 
like-minded sections elsewhere, cutting across national frontiers. 
Already before the outbreak of the war there was a tendency 
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among certain authoritarian States to intervene on behalf of 
ideological minorities elsewhere, even if they did not always 
go as far in this as they did in Spain. Having seen, therefore, 
periods in which States were interested in religious minorities 
and then in national minorities, history is perhaps witnessing 
a period in which ideological minorities are becoming the 
centre of interest. What would happen if after causing so much 
pain and trouble to set up “pure” national states, Europe 
should be faced with new ideological alignments? Will the 
new friction engendered thereby be eliminated by a fresh and 
equally wholesale retransfer of populations so as to create 
“pure ” fascist or communist or liberal States? The idea of 
transfer clearly makes sense as a basic solution of the problem of 
minorities only if we accept the Nazi conception of “ racialism’’. 

And, further, it is clearly not enough merely to create such 
“pure ” states. Like race, they must also be kept pure. There- 
fore, whatever the criterion of purity for the time being, if it is 
to achieve the ends for which it is advocated the policy of 
transfer must have as its corollary a continuous policy of segregation. 
Migration or any free movement of people would have to be 
prohibited lest it should lead to the gradual creation of new 
unwanted and irritating minorities. The habitual natural 
adjustments of population, to fit economic conditions, would 
thereby be checked; and the “New World” would be 
inaugurated by the suppression of an old freedom. The two 
considerations mentioned in this and in the preceding paragraph 
make it clear that, apart from everything else, even the most 
thorough transfer of populations would not and could not 
dispose of minority problems for all time. Nor is the reply 
convincing that in future migration would still be permitted on 
condition that immigrants submitted themselves to what is 
believed to be the American method of assimilation, and 
resigned all linguistic and educational privileges. For in fact 
the United States does not impose assimilation or make it an 
explicit condition for immigration, as it is apparently proposed 
should be the future rule in Europe. 

There is one final consideration which goes beyond the 
immediate field of the problem, but which is not the less vital 
for that, especially because of the stirrings which the war is 
causing in Asia and in Africa. The peoples of the Far East and 
of the Middle East, and in a lesser degree so far those of Africa, 
have been quick to adopt the political dogmas and habits 
evolved in Europe. Once the idea of national “ purity ” ts 
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started on its way as a fundamental principle of political organi- 
sation, it is only too likely to spread to those parts of the world 
in which small European communities have enjoyed a privileged 
position. Their presence and interests have always been used 
to justify intervention on their behalf by the home states. 
Therefore the “solution” adopted in Europe for ending the 
trouble with minorities would very soon come to be used for 
“transferring ”’ European minorities from the Middle East and 
the Far East, from Africa and perhaps from Latin America, 
back to their home countries. The more real racial difference 
would in these cases only give added strength to the idea 
proclaimed and practised by us. 

These difficulties and risks might conceivably be faced if 
the resulting benefits for international peace were to be in 
any way proportionate. But no matter how irritating minorities 
problems might be, are they ever more than a symptom, an 
additional irritant in an unhealthy state of things? Pressure 
on minorities is apt to become virulent when the people among 
whom they live are passing through difficult economic times. 
Again, a “ minorities ” issue has frequently served as a pretext 
or tool for the ambitions of one state or another, but the absence 
of the minority would not ‘have stilled those ambitions. The 
Nazis asserted that they had no interest in other national groups 
and indeed left them alone nationally, only to subjugate them 
economically and politically. To apply such a drastic and 
unsettling remedy as the wholesale transfer of populations 
merely to a symptom would be as futile as it would be costly 
and cruel. If, for instance, regional unions were to develop 
after the war, one of their main ends would be to open up 
channels of economic and social life within the region they 
would cover; there would be little sense if the new unions 
were to begin life with an arrangement which belonged to an 
utterly different outlook and trend, and burdened it from the 
outset with a relationship which economically and socially and 
psychologically would setiously hamper the relations of the 
group. The removal of the minorities issue, even if it could be 
achieved, would do very little by itself to stop international 
friction and conflict; whereas if the deeper causes of inter- 
national friction were removed, the problem of minorities would 
soon subside into oblivion. 
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THE ENGLISH AND THE CONTINENT’ 


By MicHaEL POLANYI 


I 

URING the ten years which have passed since I came 

to England and during which I have watched, and 

tried to understand, the methods of its civic life, I 

have come to some conclusions about the reasons 

for the steady decline of public morality on the 
Continent, and the rather different course of development in 
this country. I believe that, the principal difference in recent 
times between English and Continental politics—and what | 
shall say of England is, I think, largely true of America also— 
is connected with the fact that in England social progress was 
not on the whole associated with enlightenment and anti- 
clericalism, but was, on the contrary, very often prompted by 
religious sentiment. It is this, I believe, which has prevented 
the two Continental anti-moralist theories—that the whole 
meaning of politics lies in the destruction of one group (class, 
race or nation) by another and that the “‘ exceptional individual ” 
is exempt from all fixed moral rules—from ever gaining firm 
ground in this country. It is true that both these theories made 
some headway in England during the inter-war period, but I 
believe that they are about to be expelled again in the course 
of the moral revival which followed on Dunkirk. 

To indicate the origin of this difference I must go back at 
least to the 17th century. While on the Continent the religious 
wars were brought to a close in 1648 by the peace of Westphalia 
which forced each national territory under the rule of one single 
religious confession, England developed during the same period 
the very different, and in fact quite opposite, principle of 
Religious Tolerance. Thus the age which culminated in France 
in the dragonades and the eventual ejection of the Protestants 
by the Repeal of the Edict of Nantes (1685), in England came 
to a conclusion in the Bill of Rights and the religious and party 
truce of 1688. 

It is true that tolerance was eventually achieved on the 
Continent as the outcome of growing indifference to religion. 
But the English doctrine.of tolerance was established in the 
17th century by a kind of people who would abandon their 
homes for the wilderness overseas rather than agree that the 


1A Hungarian translation of the text is published in the Hungarian Anthology of the 
Sylvan Press. It is printed here by permission of the Sylvan Press. 
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communion table in the village church should be moved to the 
eastern window. Tolerance in England was a religious doctrine, 
a doctrine for the protection of the joint religious interests of all 
Protestant sects. It was established as a safeguard against the 
Government, against Catholicism, and against Atheism. It was 
the Charter of the seekers of religious truth, a constitution of 
religious self-government in the spirit of which, up to this day, 
religious Englishmen continue—most incomprehensibly to 
Continentals—constantly to readjust their religious practices in 
a never-ending keen rivalry between divergent religious 
inspirations. ‘Tolerance, being originally a rule of religious 
enquiry, excluded Catholics, because the Catholic Church denied - 
freedom to such an enquiry, and it excluded also atheists because 
they refused to accept the starting point, the heuristic principle, 
underlying the enquiry. 

In religious tolerance can also be found the main origins of 
modern British democracy ; “. . . insistence,” writes Tawney, 
in Religion and the Rise of Capitalism, “on the right of every 
church to organize itself, and on the freedom of the Churches 
from the interference from the State, was to leave, alike in the 
Old World and in the New, an imperishable legacy of civil and 
religious liberty.” “... it is probable,” he says, “ that 
democracy owes more to Nonconformity than to any other 
single movement.” 

Half a century after the Settlement in England and the Repeal 
of the Edict of Nantes in France, the two countries can be seen 
definitely embarked on divergent courses. It is the time when 
Voltaire, a refugee to this country from French feudal oppression, 
brought back to France the news of a people enjoying unparal- 
leled liberty ; when Montesquieu followed Voltaire as a visitor 
in search of the secret of British civic institutions. Soon France, 
soon the educated all over the Continent were alight with the 
message which these two men carried from this country to the 
Continent: But as it was transmitted to countries dominated 
by a single religion, it inevitably originated movements that 
were anti-clerical and anti-religious. Thus the course of political 
progress on the Continent became firmly associated with 
antagonism to religion, assuming, as it were vicariously, a 
doctrinaire quality, which was embodied eventually in a 
materialist conception of public life placing a fanatical emphasis 
on violence.! 


1The antagonism between progress and religion has led throughout most of the 
Continent to a permanent alliance between clericalism and political reaction, which has 
blackened the record of the Churches and profoundly impaired their spiritual influence. 
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Meanwhile in 18th century England intellectual progress 
occurred on exactly opposite lines. A new devout and popular 
religious movement was started by John Wesley, while political 
philosophy, dominated by Blackstone and Burke, was engaged 
in firmly consolidating—and sometimes even glorifying in 
almost grotesque fashion—the traditional political institutions 
of the country. 

Thus the rise of the middle classes and the growth of the 
proletariat in the 19th century occurred in England and on the 
Continent under very different auspices. On the Continent the 
French Revolution had struck its blow for progress and against 
religion and the Congress of Vienna its counter-blow against 
progress with the help of religion—and the two had jointly made 
all hope of social improvement for ever hostile to Church and 
dogma. In England, on the contrary—as Elie Halévy first 
pointed out—every new extension of democracy was bound to 
enfranchise an increasing number of middle and working class 
people who were far more devout and far more puritanical than 
the hitherto ruling aristocracy. 

Consequently none of the reforms which completely trans- 
formed England in the 100 years following Napoleon’s fall 
was definitely anti-clerical ; indeed many of the most important, 
such as the abolition of slavery, the various Factory Acts, prison 
reform, the lunacy laws, were started from religious motives 
and were often unsupported and not rarely opposed by men 
representing a more secular outlook.1 None of the political 
movements of the time was far removed from the struggle 
between the rival Christian denominations ; and in particular 
most campaigns against established privilege found an ally in 
Nonconformity eternally struggling against Anglican supremacy. 

Tawney has observed that 17th century Puritanism—not the 
“« Tudor secession from Rome,” achieved at the time of Calvin— 
was the true English reformation ; while Morley (1874) expressed 
this view even more precisely when he wrote: “ It was hardly 
until the reformed doctrine became associated with analogous 
ideas and corresponding precepts of government, that people 
felt at home with it, and became really interested in it.” It may 


. This caused them to be ineffective in opposing the theories of political violence and 
personal immorality when they came from the Left, and what is even worse—to ignore 
or even condone their manifestations when they came from the Right. 

1 The abolition of the Slave Trade was advanced and finally brought to acceptance in 
1807 by Wilberforce and Charles James Fox in the midst of the Napoleonic wars, while, 
according to H. A. L. Fisher’s “ History of Europe,” “‘ every sailor from Nelson down- 
wards declared that its abolition would be the ruin of the British Navy.” Again the 
Factory Acts were fiercely opposed by many representatives of the /aissez faire principles 
of Political Economy on the grounds that they would destroy trade. 
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appear now that the English Reformation did not come to an 
end even then. Wesley continued the religious re-awakening in 
the 18th century ; and the 19th century may be regarded as 
engaged in expanding further what Morley called “ the analogous 
ideas and corresponding precepts of government ” related to the 
reformed doctrine. The description seems certainly applicable 
to the social and political progress achieved under the leadership 
of generation after generation of religious humanitarians and 
reformers from Wilberforce and Shaftesbury to Abraham Lincoln 
and Gladstone—including even Lloyd George and Franklin D. 
Roosevelt. And the religious component of social progress 
becomes manifest once more in the most recent Socialist move- 
ments in England, in the resolutions of the Malvern Church 
Conference, the growth of the Common Wealth party, and the 
rising influence of Archbishop Temple. 

A political milieu dominated by ideas of this order offered no 
opening to Marxism. Nothing could be more repugnant, to the 
Nonconformist conscience than the idea that social progress is 


_ determined by meluctable economic forces. This view is hostile 


to the whole conception of individual responsibility on which 
the Protestant faith rests. And even more opposed to Christian 
ethics is the Marxist teaching of unrestricted class war as well 
as that parallel doctrine of unlimited violence for national 
purposes. 

Even when the religious foundations were expressly rejected, 
the political ideas of the time did not venture far away from 
them. This is why the political philosophies of Bentham, J. S. 
Mill and Herbert Spencer appear so strange to the Continental. 
Their Utilitarian principlés of “the greatest happiness of the 
greatest number” impress him as curiously superficial and 
question-begging. The reason is that the English thinkers did 
not feel called upon to seek out and uphold the ultimate founda- 
tions of social life. ‘To them the individual conscience on which 
Protestantism ultimately relies, was a sufficient guarantee that 
men would “ pursue happiness ” in a spirit of fairness ‘and self- 
restraint. They never thought that people might deny the very 
existence of morality and truth and might assert that the only 
sensible aim in politics is the achievement of absolute mastery 
of one group over all the others. Fundamentally they relied on 
the validity of Christian principles. 

Accordingly we see Benthamite humanitarianism co-operating 
frequently throughout the 19th century with the religious 
humanitarians and the Gladstonian liberals. The only major 
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clash between the religious and the irreligious people occurred 
over the Darwinian theory. But generally speaking there was 
a free give-and-take between the religious and the godless—in 
striking contrast to their mutual incompatibility on the 
Continent. 

The release, at the opening of the 19th century, of the new 
religious forces pent up among the middle and lower classes 
during the period of the Wesleyan movement, started also a 
pervasive movement of moral reform, which spread through 
society upwards and downwards from the expanding middle 
classes. And here—even while the Continent was busy copying 
the democratic institutions which seemed so peculiar to England 
in the 18th century—there was developing a new Anglo- 
Continental contrast in matters of personal conduct. This 
time the Continentals felt that the superiority was only in part 
on the English side. The English remained a pattern of the 
civic virtues, at least to the upper and middle classes of Europe. 
Their sense of personal responsibility, manifested in their respect 
for the law and in their large-scale voluntary activities, in their 
readiness to stake their personal reputation and even their 
livelihood and safety for their opinions, and again in their 
vigilance over their public liberties and in their willingness 
sometimes even to suffer imprisonment in protest against 
infringements of a right—all these commanded admiration. So 
also did their rigid sense of personal obligation, which gave a 
guarantee of fair dealing in business. No less admired was the 
dignity blended with a surprising informality with which British 
public discussions were conducted and the proverbial skill in 
discovering common ground between opposing factions and 
integrating the positive points of both to a fruitful compromise. 
The Continent copied English manners of dress and social 
intercourse ; and visitors to this country often went back as 
“anglo-maniacs,” enchanted for life by the ways of English 
people, their dignity, their kindness and stoic humour. 

But the stern repression of all self-indulgence, the severity 
of Victorian morality in sexual matters, the prudishness of 
English conventions were regarded ‘as quaint and tiresome 
additions. More than that : the limitations imposed on literature 
by puritanical conventions were felt to be reducing the import 
and depth of Victorian fiction. At the opening of the roth 
century England had produced Lord Byron, whose life and 
poetry had acted throughout the Continent as a signal for a 
revolution in moral ideas. But while Stendhal and Balzac; 
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Puskin, Lermontov and Dostoevsky; Flaubert, Barbey 
d’Aurevilly, Nietzsche, Stirner, Gide and Proust were populating 
the Continental imagination with the figures of morally unre- 
strained individuals in the tradition of the Manfred and the Cain 
of Lord Byron, the pages of Victorian literature were closed 
to such themes. There is no scope for such figures in Victorian 
fiction, because no need is felt to discover the ultimate possi- 
bilities of human immorality. The problems arising from a 
rejection—at least in principle—of all moral restrictions on the 
exceptional individual: from the ethical situation in which (as 
Smiardjaikov puts it in the Brothers Karamazov) “ everything is 
permitted ”—these problems did not exist, and therefore called 
for no answer in Victorian England. The task of the “ evangeli- 
cal discovery of man’s estate,” as Maritain has called it in 
connection with André Gide!, the task which a St. Augustin 
pursued in his “ Confessions ”—but which could also be used 
as an excuse by a Rasputin—was rejected as unnecessarily 
dangerous and gratuitously sordid. 

Thus the English, by the end of the 19th century, had 
established a national civilisation of their own, with a unity of 
views extending over all fields of life, self-supporting and 
characteristically restricted in its outlook. Protestantism, which 
had shaped and inspired their democratic institutions, and had 
firmly established their standards of decency both in social and 
individual relations, had gradually become secularised into their 
specific national code of behaviour. This secular Protestantism 
gave them what Wordsworth had prayed for: “ manners, 
virtue, freedom, power ”—and the knowledge of such gifts 
made the men and women of England happy to be English. 
It was the time of England’s Splendid Isolation. 

The power of England during this period was such that she 
could freely bear herself as a nation in accordance with her 
moral principles—repeatedly intervening in Europe and Asia in 
accordance with a foreign policy guided by these principles. 
Her conception of the international order was based on the same 
principles ; she looked"forward to a world in which each people 
would be granted its national independence and would establish 
democratic institutions within its borders. Just as the inde- 
pendence of the individual conscience was relied on as a solution 
of communal life, so national freedom and independence was 
relied on to represent an ultimate solution in the field of foreign 
affairs. 


1“André Gide et Notre Temps,” published by Nouvelle Revue Francaise (1935). 
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Then came the rise of Germany to power and the end of 
British preponderance. It was also the end of Britain’s capacity 
to stand aloof from the Continent of Europe. The first reaction 
was Joseph Chamberlain’s Imperialism and the Boer War ; but 
in the grant of self-government to the Transvaal in 1906 and the 
Orange River Colony in 1907 this Imperialism—as General 
Smuts has recently testified—was buried again. After which 
there quickly followed the Triple Entente and the first World 
War. 


II 

All civilisations are based on faith in a particular tradition 
and are therefore essentially unstable formations. The first 
World War appears to have profoundly impaired the continuity 
of the Anglo-American tradition. It swept away Victorian 
morals, introduced the Freudian aversion to repressions, spread 
contempt of conventional manners and obligations and greatly 
reduced the observance of religious practices. A new literature 
of sensualism arose, outstripping sometimes in its penetrating 
frankness all Continental forerunners in this field. (For example, 
in his “ Brave New World” Aldous Huxley discovered an 
entirely new and important formulation of the problem of 
absolute sensualism.) 

More directly affecting public affairs was the deep horror of 
war which had suddenly struck the English. To avoid war 
became the principal aim of public policy. But as war remained 
possible so long as national independent states continued to 
exist,’ it followed that the national principle itself was at fault-— 
that nationhood itself was evil. A deep pessimism (as reflected, 
for example, in C. E. Montague’s “‘ Disenchantment ” and in 
Noel Goward’s “ Cavalcade”) ensued from this conclusion 
which struck at the very core of the living moral traditions in 
this country. 

The desire to escape from the mortal dangers of nationhood 
gave rise to a great wave of belief in the League of Nations. 
But it was a disembodied faith unsupported by any instinctive 
allegiance, unguided by any profound inspiration. 

Meanwhile the march of the Russian Revolution had its effect 
on the parties of the Left. Marxist ideas, rejected so long by the 
English Socialists, began to gain influence over them. This 
led to a second denial of nationhood—this time from the Left. 
They declared national defence to be a mere manifestation of 
capitalist competition, and aimed at peace by World Socialism. 
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Class-war was becoming gradually accepted as the sole path to 
progress. And as on the Continent of Europe there unfolded 
the spectacle of Soviet Russia opposed by Fascist and near- 
Fascist dictatorships, many conservative politicians took up the 
class-war challenge and began to look at the world from this 
point of view. The national body of Britain—weakened already 
by the withdrawal of loyalty in favour of the League—was thus 
rapidly falling into two opposite camps of divergent foreign 
sympathies. 

In these circumstances a policy of isolationism, of the 
abandonment of all aims beyond the defence of her own territory, 
seemed to be ruling British statesmen, the only, however hope- 
less and dishonourable, course that was left to England to pursue. 
But even purely defensive military action was opposed by a 
pacifist movement, with such figures as George Lansbury and 
for a time Sir Stafford Cripps among its adherents ; while at 
the same time it was side-tracked by a popular press which was 
playing up to the comfort-loving terrified masses—reassuring 
them that there was no reason for war and no danger of war. 
And everywhere civic indifference, the view that to the common 
people it matters not who governs the country (since the people 
will get their minimum of food, shelter, and fun, and will have 
to toil for it anyway), was spreading as an undertone to pacifism 
and isolationism. 

Thus a great nation, in the fullness of power and fresh from 
victory, suddenly abandoned its moral purpose as a nation and 
fell into a rapid process of disintegration. England looked on 
inactive, while Germany—whom she could have struck down 
at a blow any time between 1933 and 1936—built up the means 
of encompassing her complete extinction. 


lil 

More suddenly even than its former decline, came the 
restoration of the national will in England after Dunkirk. 
Those who lived through the period of revival in this country 
may feel that the change occurred as a necessary consequence of 
the events across the Channel. In this they are surely mistaken. 
It occurred precisely at the moment when and among circum- 
stances in which masses of people in France and other places 
all over the world, arrived at the conviction that moral ideals in 
public life had just been proved to be utterly futile. The 
recovery of national faith in England may have appeared—and 
did appear—in the eyes of the British people as an obvious 
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reaction to the events facing them, but there was actually no 
logical connection pointing in that direction. 

In what way then did the change occur? Did the speeches 
of Churchill which roused England elucidate the issues which 
had previously paralysed the national will ? Did Churchill call 
for a new appreciation of British tradition, of British institutions 
or possessions ? No, he refused even to define any war aims 
and promised nothing but suffering. But while his call disre- 
garded all these questions it also succeeded in sweeping them 
aside. He talked in a language in which the issues of the inter- 
war period had no expression. He spoke of honour and duty ; 
of the hope of Englishmen to give a good account of them- 
selves ; of the evil that was facing them and of their privilege 
of facing it alone. He came to the microphone after the first 
bombing of London and scarcely referred to that event: his 
only care was invasion, the danger to the country, not that to its 
citizens. The carefully balanced sentences, the stoically con- 
trolled inflections of emotion, upheld the majesty of a moral 
tradition even without making any explicit reference to it. 

These were the terms in which the “ Churchillian renais- 
sance ”*—as Evelyn Waugh has called it—arose in England. 
The flow of that inspiration has been rushing on ever since and 
pouring its waters widely over the planet. We do not know 
to what shores it will ultimately carry us ; but we do take note 
that in the darkest hour of our civilisation it was nationalism 
that proved the source from which men’s moral ideals were in 
fact restored. 

When England invoked her own past, she recalled the 
Dominions, she recalled America and the whole of Europe to 
their common moral traditions. It would seem that in every 
part of the world—and here I definitely include also Russia— 
the process of moral re-integration has been achieved—or is 
being achieved—on national lines. National feeling seems to 
be the only sentiment to-day in which that responsible devotion 
to a community cart be rooted, that bond of mutual confidence 
assured, which are needed if reason and equity are to gain 
acceptance as the guides of human affairs. National traditions 
appear as the most ample and most reliable embodiments of the 
principles of morality—at least so far as the guidance of popular 
behaviour is concerned. Germany’s national tradition of political 
immorality appears now as an exception ; as an aberration ; as 
a break-through of the modern doctrine of group immorality 
in a national guise. It is an evil to be extirpated ; not a valid 
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argument against the 19th century conception of nationhood— 
of the nation as a source of honour and as an integral element 
of international order. 

That conception of the nation now regains its validity. But 
to the realisation of its ideal—and to whatever further aims 
which may lie in that direction—there is yet an immensely long 
way to go. The kind of people in Europe—and overseas—who 
believe that nothing is real but power and the possession of 
things that can satisfy bodily appetites, probably still form the 
majority among the educated classes. Their mentality is 
tenacious. It has the intellectual advantage of a simple and 
positive system. Emotionally it is clearly focussed on the 
interests of one group and the hatred of its foe. Those who 
are accustomed to interpret their experience in the terms of 
such harsh conceptions and to entrust their political aspirations 
to their guidance, will not easily regain confidence in the diffuse 
intangible medium of moral forces. 

The fateful interplay between the English and the Continent 
will continue—and will decide whether the movement, which 
I described as the English attempt to carry on the great 
Reformation into the modern scientific age, can be successfully 
maintained and extended to the countries which previously went 
the way of an anti-religious materialism—or whether on the 
contrary the English themselves will finally have to surrender 
to Continental ideas. The disintegrating effect of these ideas 
brought England near to national extinction in June, 1940—and 
should they eventually prevail, England’s extinction would 
seem inevitable. England cannot win in a struggle in which 
the total mastery of the world would fall to the most bellicose 
and most unscrupulous group that can be constituted ; should 
the principles uf unrestricted violence be generally accepted, 
the English could not survive. 

To help in saving the world from domination by such 
principles is therefore England’s task, as it is England’s Vital 
necessity. People on the Continent who want to live as human 
beings must recognise the moral principles for which England 
stands and must revive the kindred elements of their own 
tradition. Nothing will grow from moral unbelief. The bolder 
our plans for the future, the deeper must they be rooted in the 
original ideas of our civilisation. 
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NATIONAL REsouRCES PLANNING Boarp Report: A Post-War PLAN AND 
PROGRAMME FOR THE UNiTED Srates oF America. (His Majesty's 
Stationery Office.) 

RESIDENT ROOSEVELT transmitted to Congress on March 
1oth, 1943, two reports of the National Resources Planning Board. 
One was a lengthy document issued by the U.S. Government 
Printing Office under the title Security, Work and Relief Policies. 

The second, originally titled National Resources Development Report for 1943 ; 

Part I, Post-War Plan and Programme, was happily selected for reprinting 

in Britain by H.M. Stationery Office. Behind these reports there stood a 

history of memorable accomplishment in the field of sociological and 

economic research, study and publication. Exhaustive investigations over a 

period of almost nine years of the natural resources of the United States 

by the National Resources Planning Board had resulted in monographs 
indispensable to the serious student of the American scene. From a three- 
year study of the problems of economic security by its committee on long- 
range relief and work policies there came the Board’s Security, Work, and 

Relief Policies. At the close of 1940, the N.R.P.B., at the direction of the 

President, began to devote the bulk of its labours to the post-war period. 

It undertook to gather, analyse and correlate, as instructed by Mr. Roosevelt, 

the “ plans and programmes under consideration in many federal, state and 

private organisations for post-war full employment, security, and building 

America.” Congress recognised the public ~ervices of the Board by failing 

to provide funds necessary for the N.R.P.B. to continue its work. 

Post-War Plan and Programme is not ah “ American Beveridge plan,” 
as it was popularly dubbed even before it was officially released, even though 
it deals with the key problem of social security. 

The purpose of the N.R.P.B. Report differs from that of the Beveridge 
Report, and its scope is much broader. The first deals with a host of 
subjects, including health, education, urban, agricultural and forest conser- 
vation, the development of energy resources, post-war plant demobilisation, 
industrial concentration, and public works programmes. The Beveridge 
Report contains a sharply defined, actuarially elaborated social insurance 
proposal susceptible of immediate translation into a Parliamentary measure. 
In post-war plan and programme the N.R.P.B. sets forth not a blueprint 
but a series of related policies which it holds to be socially desirable—and, 
therefore, essential—in the light of stated fundamental assumptions and aims. 

All the Board’s recommendations for the transitional post-war period 
and beyond are designed to make possible the development of a society 
within which “‘ democracy, dynamic economy and peace ” are, for the first 
time, combined. While avoiding precise definition of the term, the Board 
does state that its measure of “ democracy ” is found in “ the fullest possible 
development of the human personality, in relation to the common good, 
in a framework of freedoms and rights, of justice, liberty, equality, and the 
consent of the governed.” By implication the Board is fundamentally in 
agreement with Professor Laski’s observation that the argument for 
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“ democracy is built upon the assumption that in its absence men become 
the tools of others, without available proof that the common good is 
inherently involved in this relationship.” The Board’s conception of an 
“ expanding economy ” calls for “ the fullest possible development of the 
productive potential of all of our resources, material and human, with full 
employment, continuity of income, equal access to minimum security and 
living standards.” Narrow nationalism is absent from the Board’s approach. 
It is always aware of the world society of which the United States is a part, 
and it views the attainment of “ peace” through an “ effective jural order 
of the world outlawing violence and imperialism, old or new fashioned, in 
international relations ; and permitting and energising the fullest develop- 
ment of resources and rights everywhere.” 

“‘ Democracy, dynamic economy and peace ” constitute the symbols of 
the Board’s vision of future America. This vision is both amplified and 
concertised in N.R.P.B.’s nine-point “ New Bill of Rights ” : 

1.—The right to work, usefully and creatively, through the productive 
years ; 

2.—The right to fair pay, adequate to command the necessities and 
amenities of life in exchange for work, ideas, thrift and other socially 
valuable service ; 

3.—The right to adequate food, clothing, shelter and medical care ; 

4.—The right to security, with freedom from fear of old age, want, 
dependency, sickness, unemployment and accident ; 

5.—The right to live in a system of free enterprise, free from compulsory 
labour, irresponsible private power, arbitrary pate authority and 
unregulated monopolies ; 

6.—The right to come and go, to speak or to be silent, free from the 
spyings of secret political police ; 

7-—The right to equality before the law, with equal access to justice in 
fact ; 

8.—The right to education, for work, foe citizenship and for personal 
growth and happiness ; and 

9.—-The right to rest, recreation and adventure, the opportunity to 
enjoy life and take part in an advancing civilisation. 

These new rights, asserts the Board, can be realised if the Government 
is committed to the fulfilment of stated national policies. The Board urges 
that the Government promote and maintain “a high level of national 
production and consumption”; underwrite “ full employment for all 
employables ” and jobs for everyone released from the Services and war 
industry at the termination of the war ; and guarantee for all “ equal access 
to security, education, health and nutrition and wholesome housing 
conditions.” 

Although the N.R.P.B. charts the directions by which significant aspects 
of American life would be modified and transformed, and persuasively 
argues the need for these changes, its recommendations and proposals must 
not be viewed as revolutionary. They have their roots deep in American 
history. Their kinship with the demands of progressive democratic move- 
ments from the last quarter of the nineteenth century on is particularly 
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close. The idea of positive state intervention in social and economic areas 
found expression in the Granger and Populist movements of the nineteenth 
century. It found wider application in early twentieth century progressivism, 
the farmer-labour political stirrings after the first World War and the New 
Deal. All of these movements sought in varying degrees to humanise 
democracy and to democratise traditional liberalism. ven the most far- 
reaching of the Board’s proposals do not contemplate more than this. 
While its policies have been irresponsibly attacked as “‘ subversive ” and 
designed to replace capitalism with “ socialism,” the truth is that they are 
committed to sustain and expand democratic institutions, promote free 
enterprise and maintain a healthy capitalist economy. The most radical 
innovation suggested by the Board—and it is certainly not wholly new to the 
United States—is the employment of mixed corporations with joint private 
and governmental participation in certain areas of the post-war economy. 
Such mixed corporations are recommended where they would serve public 
interest better than private corporations and for those fields in which 
government war investment has been particularly heavy. The Board places 
the employment of the mixed corporation within the wider context of 


governmental policies for the promotion of “ free enterprise.” Within the * 


limits of a review of this length, the full scope of N.R.P.B. Report cannot 
be adequately presented and evaluated. Post-war plan and programme 
offer a statement of the problems of transition from war to peace and of 
the policies by which these problems can be solved to produce maximum 
social benefit. Implicitly and explicitly it also reveals the problems, weakness 
and instabilities which beset pre-war America. Finally, it provides a vision 
of a more genuinely democratic and socially healthier United States—a 
vision which many Americans believe is worth fighting for. 
Henry Davin (Queens College, New York). 


THE PROBLEM OF GERMANY. Report by a Chatham House Group. Royal 
Institute of International Affairs. (Oxford Press. 92 pp. 25. 6d.) 
EDUCATION AND THE UNITED Nations. Report of a Joint Commission of 
the London International Assembly and Council for Education in 

World Citizenship. (54 pp. 1.) 


NeEED GERMANY SurRvIvE? Sy Jutius BRAUNTHAL. (Gollancz. 256 pp.. 


75. 6d.) 
R. BRAUNTHAL, the Jewish-Austrian Social Democrat, 
fiercely pleading for Germany and her future as an independent 
and vital state, provides something of a moving spectacle. One 
cannot but admire the spirit which has dictated this very readable 
book of a particularly well-read author, though he is often inclined to 
overstate his case, being rather an enthusiastic apologist than a careful 
historian. ; 

Naturally his plea is for a socialist Germany. But he makes his task 
easier than in fact it is by being too uncritical in his attitude towards the 
socialist Germany of 1919 and the following years. He overestimates the 
spiritual value of the 1918 upheaval and its revolutionary impetus. For 
instance, the Munich revolt was far more casual in its beginnings than he 
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indicates. Similarly, he attaches too much importance to the expulsion of 
the many German princes, of whom it would be truer to say that they 
abandoned their thrones than that they were “ swept away” by the revolu- 
tionary impetuosity of the masses. It was rather a monarchical débiacle 
than a popular victory. 

In accordance with this very optimistic view of socialist history, Mr. 
Braunthal is inclined to see the future development exclusively as the 
outcome of a fight between the “ vested interests ” of the industrialists and 
the bankers, the Junkers and the generals on the one hand and the “ working 
classes ” on the other. He completely overlooks the réle of the German 
middle classes. It was essentially they who, led by their idols from the 
upper classes, annihilated the 1918 revolution and the Weimar Republic. 
Later on they became, before the disappointed and embittered unemployed, 
the backers of Hitler. It is a typically socialist mistake and omission to 
treat them as a negligible quantity. Some of them, it is true, afterwards 
became Hitler’s victims, but the bulk were among those who felt that they 
had profited, spiritually and materially, by the Nazi régime. How to catch 
the imagination of these bourgeois will be one of the most difficult problems 
of the future Germany, on which Mr. Braunthal would have done well to 
dilate. The worker can return to his former socialist and Trade-Union 
slogans. The upper classes will submerge and hide in the middle classes 
and try hard to mobilise them secretly against socialism. This is as great 
a danger as the splitting up of the socialists to which the author rightly 
gives his full attention. 

Moreover, even if one has every possible confidence in a re-awakened 
sound instinct of the German working masses, where are their leaders to 
come from? They were missing in 1914 as well as in 1919, not to mention 
the years 1929-1933. This is the most embarrassing gap. The last world 
war did not bring forth a single outstanding working-class leader in 
Germany apart from the tragic Karl Liebknecht. And even he was hardly 
more than a disciple, not to say a creature, of the admirable Rosa Luxemburg, 
herself a pre-war figure. 

In conclusion, much as I like Mr. Braunthal’s presentation of the case 
for a “ surviving ” Germany, it should be emphasised that she cannot live 
on optimism alone, especially not on a kind that seems to me characteristic 
of what remains of the German Social Democratic party, and for this reason 
particularly dangerous. 

The Chatham House report on “‘ The Prdéblem of Germany ” is attractive 
and valuable precisely because it is based on a reasoned scepticism with 
regard not only to Germany but to the post-war world as a whole. As a 
refugee let me say that it testifies strikingly to the soundness of the political 
tradition of this country that, in the midst of an atrocious war, a govern- 
mental or at least semi-governmental institute is prepared and allowed to 
issue a report permeated with, and founded on, an exemplary objectivity 
and justice. It is indeed the feeling for the complexity and fallibility of all 
methods of dealing with Germany which distinguishes this report. To be 
sure, it does not make easy reading because it is written in a diction as cool 
as its arguments. But it does much towards clearing the ground on which 
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practical policies can be established. Although it does not go far in its 
study of the German mentality yet it hints at a number of problems which 
are not only German but also English and inter-Allied. There is no need 
to discuss the details of its arguments. As a whole the report succeeds in 
giving an accurate survey of the principal questions to be solved. It is a 
very dignified first advance into the battle against both wishful and hateful 
thinking and acting. 

If it is permissible at all to pronounce on the general tendency of the 
report, one can say that it advocates a judicious mixture of a policy of 
sanctions and of collaboration. At any rate, the authors are conscious of 
the difference of men and regions within Germany and without, and are 
therefore prevented from making any oversimplifications and from indulging 
in popular catchwords and slogans whether of the Right or Left. One may 
reasonably look forward to the further output of this group of upright and 
independent researchers. 

By comparison, the field ploughed over by the pamphlet on “ Education 
and the United Nations ” is already well staked-out. Indeed, it is a garden 
rather than a field, or a favourite flower-bed, being cultivated by the many 

_ gardeners keen on education and re-education. Education has become 
something like a hobby in our time. Many are enthusiastic, but few 
competent. 

This report, coming from an undoubtedly competent commission under 
the chairmanship of Professor Gilbert Murray, gives space to all educational 
programmes and proposals which have emerged during the last few years. 
It is a galaxy of constructive ideas on the education of mankind, collected 
and summarised in these fifty-odd pages, a systematic survey lacking, alas ! 
in any distinctive spirit. One need not repeat all those conventional features 
of “ World-wide Education,” for which there is a dearth not of pupils but 
of educators. 

Valuable in this report is a survey of the destruction by the Nazis of 
the educational institutions in the occupied countries. It is moving and 
depressing to learn of the measureless cultural desolation, without bombs 
and guns, the report of which is almost dramatically concentrated i in a few 
pages. Centuries-old universities, libraries, museums and other institutions 
of scholarship and science have been brought to nought. They are, no less 
truly than human lives, irreplaceable casualties of this war. A large part 
of the European Continent, apart from Germany itself, seems to be 
de-Europeanised. An educational and cultural wilderness is left in Poland, 
Czechoslovakia, and who shall say where else. It is rightly pointed out in 
the report that the restoration of these ruins is amongst the supreme duties 
of the victors. 

The other points made by the Joint Commission do not go beyond 

_ what ¢an be read in the many books, pamphlets, and articles which have 
appeared during these years of speculating and planning. Above all, the 
expert authors suggest the founding of an International Organisation for 
Education and, so far as Germany is concerned, the appointment of a High 
Commissioner for Education. There is little behind those suggestions. 
HERMANN SINSHEIMER. 


, 
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THe ARMISTICE OF 1918. By Sir FREDERICK Maurice. Issued under the 
auspices of the Royal Institute of International Affairs. (Oxford University 
Press. 83 pp. and appendices. 75. 6d.) 

HIS short book is a timely summary of the Armistice-making of 
1918, and draws some lessons from the mistakes made in that 
difficult task. Most of those mistakes arose through lack of 
preparedness. So late as September, 1918, the General Staff in 

London still maintained, despite Haig’s contrary view, that the decisive 
period of the war could not come before July, 1919: so late as October the 
Allies had never seriously considered Wilson’s Fourteen Points, or worked 
out an alternative programme of war aims; from July 4th till October 
31st the Supreme War Council never even met! No wonder the Allies 
made a hash of the opportunity when it suddenly came. Thus, on September 
27th Bulgaria sued for armistice. to the British; on September 30th the 
French Commander, rightly anxious to follow up a military advantage 
promptly, dictated terms without awaiting Allied agreement ; and then the 
British and French quarrelled over the action to be taken. Turkey sued for 
armistice, but before any action could be taken, weeks were spent in Franco- 
British disputes about whether a British or French admiral should command 
the force going to Constantinople. Finally, when this was settled, the 
British admiral, leaving out the French altogether, made a totally inadequate 
armistice with the Turks. Clemenceau was furious, and later, “ wHtn we 
were on the verge of war with Turkey, France left us in the lurch because 
French big business” (which supported Clemenceau) “hoped to gain 
more by conciliating the Turks than it could by supporting us.” Another 
disastrous mess was made of the armistice with Hungary. As for Germany, 
the delay of over a month between the request for an armistice and the 
conclusion may have been no bad thing for the Allies, but even so, as the 
book shows, serious mistakes in the Armistice resulted from lack of 
preparation. 

Among the lessons drawn by Sir Frederick, the main one is that the 
Allies should try to agree beforehand on war aims, and should prepare 
armistice terms in advance, to suit, so far as possible, the various con- 
tingencies. The terms should cover a longish period before a definite 
peace can be concluded: for an armistice in total: war is equivalent to 
surrender, not merely to suspension of hostilities, especially in such a case 
as Nazi Germany’s. The Allies must retain adequate power to enforce their 
terms, and must keep their armistice policy in accord with their demobilisa- 
tion policy. Forced unilateral disarmament will only last, he says, so long 
as “‘ the penalties of evasion are obvious ” ; so, in suggesting that the Allies 
should aim at depriving the enemy of all military and civil aircraft, he 
proposes that disarmament should be controlled by an Allied air force until 
“more permanent arrangements for the prevention of aggression can be 
established.” That means, presumably, “a system of general security,” 
within which disarmament and security would be based on equality of rights. 

Sit Frederick says that it was “ neither necessary nor wise to maintain 
the blockade ” after Germany had been rendered militarily helpless. This 
point of principle is just : but it is fair to observe that, whilst the machinery 
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of blockade was kept in being, a large amount of food was allowed to go 
into Germany after March 26th, 1919, and that the threat of resumption 
of the full blockade was a potent factor in inducing the Germans to accept 
sO severe a peace treaty. They almost rejected it. 

There are several slips or misprints, surprising in such a book. General 
Groner is referred to as Grénet, and Chatalja appears as Chatalza ; the date 
of Ludendorff’s momentous action in sending Major von dem Bussche to 
Berlin, to insist on an armistice, is given as October rst, but should surely 
be September 29th: the Major’s name is spelt von dem Busche: and the 
gravity of his message is inadequately conveyed. The summary might well 
have brought out more clearly how hysterically the High Command 
demanded the immediate conclusion of an armistice at that juncture: they 
even prevented Prince Max from commenting on the Fourteen Points, lest 
this should imperil the indispensable armistice, which Ludendorff wanted— 
so as to save the army for another fight ! 

It was a good idea to publish a study of this subject now. But the 
treatment is too slight for the theme, and the book is not up to the standard 
one expects in Cheetham House publications. 

W. ARNOLD-ForsTER. 


PLAN FoR BrirAINn, Essays prepared for the Fabian Society, dy G. D. H. 
Coie, ANEURIN Bevan, M.P., Jim Grirrirus, M.P., L. F. EASTERBROOK, 

Srk WiLi1AM BeEvERIDGE, HAROLD J. Lasxr. (127pp. Rowtledge. 65.) 
HAT are we trying to achieve through planning ? Two things 

in particular, I suggest—the maximum utilisation of our 

resources, and the equitable distribution of goods and services. 
Negatively, we are concerned immediately to prevent a recur- 

rence of the disasters of the last post-war period, and, on a longer view, 
to settle the economic quarrel. As Mr. Bevan puts it : “Uniess poverty uses 
democracy to control property, then property, in fear of poverty, will 
destroy democracy.” Positively, we want to make use of modern social 
thinking and research to create a fuller and richer way of living for the 
people of this country. Within this general framework there are many 
possible varieties of plan. I have tried to select from these essays the points 
which seem to me most interesting, rather than those only with which I agree. 
Sir William Beveridge divides the task into, first, the preparation of a 
list of resources and of needs, then the construction of a design showing 
how best to balance the two, and, after this, the execution of the plan, 
backed by the whole power of the State, so far as it is necessary. The 
planners need not be the same people as those who carry out the plan. 
He offers as a possible method the blue-printing of a five-year plan or its 
equivalent by the State, and the execution of this plan by private enterprise 
under suitable controls, of credit, raw materials, and so forth. He is 
primarily concerned with employment, and I think the scheme might prove 
effective—it is essentially similar to our present wartime mode of operation ; 
but it does nothing to secure equitable distribution, or to settle the conflict 
between capital and labour. For this reason I prefer Mr. Bevan’s plan, 
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under which the Representative Assembly would be responsible for policy 
decisions, advised by a Planning Commission; the Supreme Economic 
Council (separated entirely from Treasury control, but checked by an 
Auditing Commission) would be responsible for seeing that the plan was 
carried out. It would control the key industries directly, others only 
indirectly. The representative assembly would retain full hold on the 
instruments of social control and of education, thus preventing the rise of 
an economic oligarchy, challenging democratic government. As for 
distribution, some products and services (e.g. transport, medical attention) 
would be freely distributed, others price-controlled with a view to securing 
* consumption at a socially desirable level, others sold under competitive 
conditions. This would enable society to give weight to its own values 
rather than those of finance, and would provide the firm control of the 
economic system which alone is likely to be effective in preventing the 
ascendancy of individual and sectional over public interests. 

As a third suggestion, we have the present system of industrial control, 
as exemplified by the Ministry of Fuel and Power. This appears to me 
unsatisfactory, despite Mr. Griffiths’ endorsement: the machinery of the 
Civil Service is not adapted for the purpose, and this is so distinct a form of 
state activity that it requires its own organisation. 

Two features of wartime control are favourably commented upon. 
First, the Joint Production Committees, which are obviously desirable in 
the interests of industrial democracy ; secondly, the County War Agricul- 
tural Committees, the retention of which forms an important part of Mr. 
Easterbrook’s plan for the land. Properly handled and run, these could 
form a valuable instrument of democratic leadership. 

So far, I have said nothing of Mr. Cole’s plan for living, or of Mr. 
Laski’s essay on choosing the planners. Mr. Cole argues that present-day 
bureaucracy and apathy towards public and local affairs are traceable to the 
hopelessly out-of-date, narrowly circumscribed methods through which we 
are still trying to exercise social control. He advocates an overhaul of the 
whole organisation, political and economic, to establish democratic units 
of self-government, based on personally significant units, suth as the street 
or factory. The driving force behind sueh a system must depend on the 
conviction that each individual has a function in society with responsibilities 
towards it similar to those which we now admit readily only towards such 
groups as our family, or in some cases class, or Trade Union. . His essay is 
particularly valuable because it makes clear the interdependence between a 
healthy social life and economic welfare in a sound democratic society. 

The following points of Mr. Laski’s seem to me important. The House 
of Lords, as at present constituted, is an undemocratic body, hostile towards 
popular needs, and ripe for abolition. Members of Parliament should be 
selected with more attention to competence, less to family, financial or 
Trade Union status (by means of various tests of fitness, to which they 
would be subjected) ; once elected, they should be given greater facilities 
for acquiring the necessary knowledge of social affairs. The Civil Service 
should be brought into closer contact with the outside world, by external 
appointments, and by interchange with local government personnel. 
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My advice to the reader of this book is: first (like John Stuart Mill) 
write down a summary of your knowledge and opinions on the subject ; 
next read it ; then read it again ; and finally, attempt to review it. That is, 
the book is intended for students rather than for experts; it is in many 
respects scrappy and incomplete ; and to get the best out of it, a reader must 
be prepared to do some thinking on his own account. 

JupirH STEPHEN 


DocuMENTs ON INTERNATIONAL AFFAIRS, 1938. Vols. 1and 2. 518 and 365 pp. 
Edited by Monica Curtis. (Oxford Press, Milford, and Royal Institute 
of International Affairs. 355. and 255.) 

NE’S first feeling on opening these volumes and looking at the 
contents is that one is separated from 1938 and its events, not by 
five years, but by a life-time. The documents are a tragic record. 
The second volume is the more important of the two and has a 
unity of its own, for the editor has confined it to the relations between the 
German Reich and its neighbours. It covers, therefore, the first two out 
of Hitler’s three great acts of aggression which led directly to the war of 
1939. The first section deals with general declarations with regard to 
German foreign policy ; it contains extracts from four speeches by Hitler, 
two by Goebbels, two by Ribbentrop, and one each by Hess, Biirckel, and 
Schacht. The second section covers the annexation of Austria and the third 
the dismemberment of Czechoslovakia. It is a pity that the volume could 
not end with what is actually the penultimate document in it, the speech 
by the British Prime Minister, Neville Chamberlain, in the House of 
Commons on November ist, 1938, a speech characteristic in its narrow and 
obstinate incompetence, which ends with the words: “I think I have 

said enough about Czechoslovakia.” 

The contents of the first volume are heterogeneous. The first section 
of the first Part is devoted to the United Kingdom and contains declarations 
on foreign palicy, including the letters and speeches dealing with the 
resignations of Mr. Eden and Viscount Cranbourne in February. Anglo- 
Italian relations and the futile agreement of April 16th occupy nearly 50 
pages, and here again Neville Chamberlain’s speech in the House of Commons 
on the agreement repays re-reading. Finally a sub-section is devoted to the 
Anglo-Irish agreements of April 25th. Part II deals with the Far East and 
Part III with America. In Part IV there are sections devoted to the Van 
Zeeland Report, the Evian Committee on Refugees, and naval armaments. 
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CORRESPONDENCE 


To the Editor of “The Political Quarterly” 
SIR, 

I must not discuss in detail Mr. Graves’s apologia for the Public Schools. 
But, in commenting on my article, he has involved himself in some mares- 
nests. Perhaps you will allow me to attempt to extricate him from them. 

1.—“ Tawney quotes . . . from a book published in 1909 of which 
Sir Cyril Norwood. was joint-author . . . it would surely have been fairer 
to auote from The English Tradition of Education (1929).” 

I quoted Norwood and Hope’s The Higher Education of Boys in England 
as evidence for the conditions of the period at which it was written. I 
emphasised that such was my purpose by giving its date, by stating that 
in one important respect “ public schools have improved out of recognition 
in the last thirty years,” and by suggesting that, were the same authors 
writing to-day, their strictures on that aspect of Public School life would 
probably be “ omitted or much qualified.” Since when was it improper 
to cite a contemporary authority for the facts of his own day ? Mr. Graves 
must, I fear, have read my article with something less than the care to be 
expected in a critic. His suggestion that no one can usefully express an 
opinion on the schools concerned, unless he himself has been connected 
with one of them, requires no answer. There are few other institutions, 
from the Cabinet downwards, on behalf of which such a claim would be 
made, or, if made, admitted. 

2.—‘ He forgets, of course, that what with scholarships, bursaries and 
special reduction of fees, a number of parents pay considerably less than 
£125 per annum even in the most expensive schools.” 

I referred to the existence of “‘ scholarships and concessions to parents,” 
but stated that, in spite of them, the. scale of fees at “‘ the more expensive 
boarding schools . . . restricts their use to the relatively well-to-do,” and 
mentioned {125-to {250 and upwards as the fees required, though obviously 
the figures are lower in the case of the minority holding scholarships or 
other grants. Since Mr. Graves does not deny that the schools in question 
are so restricted, his criticism appears to mean no more than that they are 
not wholly, but only predominantly, schools for the sons of parents who 
can afford to pay high fees. I observe that, in spite of his anticipations of 
a future in which the public boarding-schools will “‘ embrace the entire 
working-class,” he offers no indication of the number of wage-earners’ 
children who at present attend them. As approximately three-quarters of 
the occupied population consists of wage-earners, the omission is somewhat 
serious. Obviously, the small minority which can afford to send its sons 
to the more expensive boarding-schools contains representatives of a variety 
of occupational groups. The admission, however, to those schools of the 
sons of “ dentists, bank-managers, and the more successful shop-keepers ”— 
a departure which strikes Mr. Graves as an impressive novelty—does not 
render less mischievous the exclusion from them of the children of the 
class—or, if he prefers, the classes—forming the great majority of the nation. 

3.—“In comparing the cost of residential and day schools, Tawney 
forgets that even day-boys have to eat and sleep.” The recondite truth 
proclaimed by Mr. Graves had not escaped me. On the contrary, I gave 
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figures showing the average boarding and day fees of different groups of 
schools, and pointed out that, if L.E.A.’s maintained special places at 
boarding-schools, they would require to provide for them on the higher 
scale of costs which boarding involves. Mr. Graves has again been careless. 

4.—* Professor Tawney sees no advantages peculiar to the residential 
school.” 

I neither see nor stated any fatuity of the kind. Obviously, boarding- 
schools, like day-schools, possess advantages as well as disadvantages ; and 
I suggested in a passage which Mr. Graves—forgetting his own criticisms 
on it—temporarily overlooks, that it is desirable that a period of residential 
education should be enjoyed by a much larger number of boys than at 
present. The question is how best to use all schools in the general interest. 
Mr. Graves’s catalogue of boarding-school blessings does not, I am afraid, 
throw much light on that problem. 

It would be unfair to judge the case for the residential public schools 
by Mr. Graves’ letter, and I must apologise for breaking a butterfly on the 
wheel. The real issue is simple. It is whether the existence of a group of 
schools reserved mainly for the children of the relatively well-to-do and in 
large measure isolated from the public system of education is, as things are 
to-day, in the best interest$ of the nation. I have given my reasons for 
thinking that it is not, and have made certain tentative suggestions— 
suggestions which, doubtless, could be greatly improved—for making the 
public schools, in the words which I quoted from Mr. Salter Davies, “ public 
in fact and not merely in name.” I should welcome a statement either showing 
that reform is unnecessary or advancing, if the need for reform is admitted, 
proposals for effecting it more adequate than my own. 

I am, etc., 
R. H. TAWNEY. 
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